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@ Keeps up to date the full infor- 


Complete information as to 
requirements (including the 
rulings of the New York 
Stock Transfer Association) 
for all irregular security 
transfers can be found 
in the Stock Transfer 
Guide and Service only. 


Write for full particulars 


mation on: 


. Documents necessary when transfer is 


by an Executor or Administrator. 


1 

2. When a Court Order is necessary before 
ransf: 

3. 
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. Documents necessary when transfer is 


er. 
When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 


by a Guardian. 


. Requirements in case a ‘“‘Stop” has pre- 


viously been filed against the transfer 
of the certificate. 


. Proper forms of endorsement when other 


than an individual’s signature is involved. 
Documents necessary when transfer is 


; by a Trustee. : 
. Documents necessary when transfer is 


to a Trustee. 


. Proper forms for guarantee of signature. 
. When a release under the Federal Es- 


tate Tax is necessary. 


. Documents necessary when transfer is 


by a corporation. 


. Proper forms of inscription when transfer 


is to Joint Tenants or Tenantsin Common. 


3. When copy of Will must be submitted 


and points in it to be noted. 


. Documents necessary when transfer is 


being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 


. Documents necessary when transfer is 


by a Receiver. 
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Vu American people have at this moment one 
of the greatest opportunities in their history to 
show an assured confidence and an active faith 
in their own destiny, which 1s the destiny of the 
United States—and by that faith we shall win 
this battle.” 


President Herbert Hoover 
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NEW ROAD TO ECONOMIC SALVATION 


A NATION RICHER AND STRONGER THAN EVER 


HE destructive epidemic of defla- 
tion and mass-fear has passed the 
malignant stage. A morbid con- 
dition of mind is yielding to an 

unfailing residue of common-sense and 
chastened acceptance of realities. Slum- 
bering forces that make for restoration of 
intrinsic values and the return of the na- 
tion’s enfeebled morale to poise and 
sanity, are beginning to revive and assert 
mastery. Welcome as such symptom 
must be, they have not yet become ap- 
parent to those who are swayed by tran- 
sient oscillations of business barometers 
or the fickle lyre of stock market quota- 
tions. The profound assurance, however, 
comes to all of unshaken faith; to those 
who can penetrate the surface to the 
fundamentals and realize that the Ameri- 
can nation is today far richer, stronger 
and resourceful in the materials of real 
wealth and prosperous advancement than 
ever before in its history. The problem 
that remains to be solved is not one of 
dealing with economic deficit, but with 
economic surplus that is untamed. 

The American people have never yet re- 
mained prostrate under afflictions even 
more severe than the present. From 
every test they have emerged to broader 
latitudes of social justice and economic 
strength. To those charged with grave 
financial and banking responsibility, or 
entrusted with opportunity for genuine 
leadership in business and industry, such 


virile qualities of American character and 
destiny should bring new message of 
courage and initiative. The great urge of 
the moment is to communicate such faith 
to the masses and shame those who, purely 
from force of habit, continue to nurse 
their “depression complex.” 

Although a priceless inheritance rests 
at the very doorsteps, beckoning to better 
and saner standards of living, it is a mis- 
take to foster the belief that the stage is 
set for speedy convalescence or return to 
fraudulent prosperity such as _ blithely 
accepted in the past. There is no pot of 
gold at the end of the rainbow. Much of 
the wreckage of past speculative folly re- 
mains to be cleared away. True, there are 
encouraging signs of improvement in 
business and general sentiment and of 
more stubborn resistance to deflation. 
The most cheering of these, of course, is 
the big drop in bank failures, declining 
from 112 during the first week of this year 
to ten for the week ended March 5th. 
Let’s hope that the most calamitous ex- 
periences in American banking have now 
become history. Money in circulation, 
declining $109,000,000 during the six 
weeks since February 10th, indicates 
that the mania for hoarding has spent 
itself and that distrust of banks is lessen- 
ing. Gold stocks are again increasing. An 
accumulation of favorable developments 
may, in large measure, be attributable to 
the offensive against deflation which en- 
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lists such effectives as the Reconstruction 
Finance Corporation, increased flexibility 
of Federal Reserve and “free gold” re- 
leased by the Glass-Steagall Bill, anti- 
hoarding and other citizenry campaigns. 

And yet, the much sought-after germ 
labeled “‘restoration of confidence” con- 
tinues timid and elusive. Business con- 
tinues to wait for “sailing orders.”’ There 
is suspicion that the patient will not 
respond to hypodermic legislative injec- 
tions or ingenious formula. Like mariners 
on uncharted, troublous seas, the captains 
of finance, industry and business still scan 
the horizon for familiar moorings. 


The bitter experiences and losses of the 
past few years will not have been in vain 
if the responsible men of government, 
finance and industry recognize the hand- 
writing on the wall. There must come 
courageous acceptance of the fact that this 
nation, more than any other, is in the 
throes of an Industrial Revolution, where 
precedents and usual yardsticks are of no 
avail. Foundations must be built upon 
broader and more secure grounds because 
we are living in a generation which has 
experienced greater changes, involving 
economic, social and political relations, 
than witnessed during the whole of the 
past ten centuries. Science, inventions 
and amazing discoveries of a mechanical 
and electrical age, have transformed and 
released mighty new forces. Depression 
has not created, it has revealed our major 
economic problems, demanding wise men 
to create new machinery of control, of 
equitable and orderly distribution of 
goods, wealth and earnings. The present 
situation therefore constitutes a challenge 
to faith in America’s future, to the adap- 
tability of its people and those who guide 
its business, financial and industrial affairs. 


It is well recognized that the resump- 
tion of a free flow of credit and investment 
capital lies at the heart of business and 
industrial recovery. That is the objective 
of the Hoover reconstruction program. 
Legislation, however, can only serve as 
palliative and stimulant. It does not pro- 
vide the ultimate solution for the baffling 
problems that characterize this period of 
economic convulsion. The task ahead is to 
combine brains, labor and capital into 
common effort and mutual support. 
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SERVICE AND TRUSTEESHIP 
ILLUMINE THE PATH 


HE scourge which has swept over 
IT this land since eviction from a fool’s 
paradise carries with it a solemn 
admonition. It brings into bold relief the 
need of enforcing a more enlightened 
sense of service and trusteeship which 
recognizes human and social obligations 
and which substitutes cooperation for 
heartless competition and avarice. This 
applies not only to finance and banking 
but equally to the conduct of business and 
industry. It has special application to the 
affairs of government in relieving the 
people from crushing burdens of taxation. 
It is distrust that today prolongs defla- 
tion and delays the processes of recovery. 
Whether grounded in unreasoning fear or 
due to sad speculative experience and 
numerous bank suspensions, the fact re- 
mains that such distrust is mainly directed 
against banks and especially the socalled 
“Wall Street interests.”” Much of the cur- 
rent criticism and attack is prompted by 
ignorance and prejudice, fostered by polit- 
ical demagogues with one eye on the 
bleachers and the other on the elections. 
However, it cannot be denied that much 
of this distrust is rooted in the knowledge 
that lack of scrupulous control over credit 
and investments was a primary cause for 
the wild orgy of speculation. 

The idea of responsible trusteeship is 
capable of projection into broad fields of 
economic and social usefulness. It has a 
special application to the conduct of bank- 
ing, to those who underwrite or sell securi- 
ties, and in all phases of corporate or busi- 
ness financing. A new chapter for manage- 
ment may well be taken from the experience 
of trust companies. 

To trust companies and banks engaged 
in trust work the spirit of the times con- 
veys a special message and the opportu- 
nity to set a high example for financial 
and corporate management. It is well put 
in an article by Hal Smith in this issue of 
Trust COMPANIES, in which he says: “The 
trust company should declare itself as a 
leader in the fight against every fallacious 
theory of finance and every destructive force 
and argument that threatens the permanency 
of its investments, and so, permanency of 
our business institutions.” 
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TAXATION AND BANK REFORM 


T a time when public-spirited citi- 
zens and men of affairs in every 

community are enlisting in nation- 
wide campaigns to restore confidence and 
effect some degree of business stabiliza- 
tion, Congress appears upon the scene in 
a role which threatens not only to defeat 
such valiant efforts but to intensify the 
tide of deflation. After raising the hopes 
of the people by speedy and wise enact- 
ment of emergency reconstruction laws 
proposed by President Hoover, the law- 
makers on Capitol Hill have executed a 
complete turn-about-face. Disregardful 
of the great need of fostering a settled 
state of mind Congress proposes confis- 
catory taxes on estates and incomes and 
urges drastic banking changes. 

There can be no quarrel with any taxa- 
tion which places a due share of the bur- 
den upon wealth and the transfer of large 
estates in order to balance the national 
budget and preserve the solvency of the 
Federal Government. But it is no excuse 
to make the emergency an occasion for 
“soaking the rich.’”’ No wonder that the 


flight of capital from productive channels 
to tax exempts has already begun with 
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threatened surtaxes running as high as 
75 per cent on incomes and the House re- 
jecting the proposed sales tax in order to 
clear the way for an unprecedent schedule 
of tax on estate with rates running as high 
as 45 per cent. The gift tax is also to be 
revised. 


The proposed Glass banking reform bill, 
while designed to prevent any recurrence 
of conditions such as brought on the stock 
market debacle in 1929, is objectionable 
because its provisions are provocative of 
further liquidation of securities and thus 
an incitement to continued deflation. 
There are revisions of a constructive 
nature in the Glass bill, but they are over- 
shadowed by drastic changes and regula- 
tions which should not be attempted at a 
time like the present. It is to be hoped 
that the dangers involved in this measure 
will be so emphasized as a result of the 
hearings granted to bankers, that no ac- 
tion on the measure will be taken at this 
session of Congress. Banking reform and 
more effective control of bank credit are 
desirable, but action should be deferred 
until the people and Congress are in a 
more deliberative and peaceful state of 
mind. 


UNITED STATES SENATE COMMITTEE ON BANKING AND CURRENCY WHICH IS 
CONDUCTING HEARINGS ON THE PROPOSED GLASS BANKING REFORM BILL 
AND INVESTIGATING “SHORT SELLING” 
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ARBITRARY TAX ON GIFTS DE- 
CLARED UNCONSTITUTIONAL 


HE Supreme Court of the United 
States, in a decision rendered March 

21st, declared unconstitutional Sec- 
tion 302 (C) of the Revenue Act of 1926 
which provided that all gifts made within 
two years of the donor’s death shall be 
held to have been made in contemplation 
of death and included in decedents’ gross 
estate, subject to federal estate tax. The 
ruling will have the effect of requiring 
the Treasury to refund several millions of 
dollars collected during the last six years 
under the invalidated provision of the 
1926 Revenue law. A considerable num- 
ber of similar appeals are pending in 
courts and also before the Board of Tax 
Appeals, aside from the two cases in- 
volved directly in the recent Supreme 
Court decision. 

The decision of the United States Su- 
preme Court, holding that the arbitrary 
section of the 1926 Revenue Act violates 
the due process clause of the Fifth Amend- 
ment to the Constitution, arose from ap- 
peal in two identical cases. One was that 
of Wallace S. Handy, Collector of In- 
ternal Revenue for the district of Dela- 
ware against the Delaware Trust Com- 
pany as executor of the will of the late 
William du Pont, where total transfers of 
$6,291,304 were made and the trust com- 
pany as executor paid tax of $283,130. 
The other case was that of D. B. Heiner, 
collector for the twenty-third district of 
Pennsylvania against John, Sidney and 
Alvan Donnan, where the transfer 
amounted to $2,233,383 and the tax paid 
was $47,733. Both cases reached the 
Supreme Court upon appeal by the Gov- 
ernment from trial courts which had held 
the tax unconstitutional. The Govern- 
ment claimed that “the conclusive pre- 
sumption created by the statute is a rule 
of substantive law.” 

There was in both cases no question as 
to whether the transfers had actually been 
made in contemplation of death. The 
Government relied solely upon the ar- 
bitrary force of the statute. The evidence 
presented at the trial courts and before 
the Supreme Court revealed that, in fact, 
none of the transfers had been made in 
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contemplation of death. The final deci- 
sion does not mean that gifts actually 
made in contemplation of death will not 
be taxable but that the section of the 
1926 Revenue law which made an arbi- 
trary ruling that all gifts made within 
two years of death must be regarded as in 
contemplation of death, is now held in- 
valid. The Government must now, in 
each instance, prove its case. 


NEW YORK 

T 

ment of conditions surrounding the 
ture of New York, with commendable 
board of nine members. The superintend- 
maining eight members will be appointed 
the Governor. It is provided that four of 
New York State recently received forms 
four members with banking experience. 
groups and nominees will be narrowed 
board, Governor Roosevelt stated that he 
tions,’”’ said the Governor, “are that, to a 
mental regulation should not do the regu- 
board must have had some form of bank- 
in only an advisory capacity, and not at 


BANKING BOARD CREATED IN 
N lieu of acting upon a series of more 
than a score of bills for the improve- 
regulation of banking, presented by the 
State Banking Department, the legisla- 
judgment, decided at the recent session 
to pass the bill which creates a banking 
ent of banks will be a member and its 
chairman and executive head. The re- 
by the Governor, with advice and consent 
of the Senate and subject to removal by 
the members shall be men of banking ex- 
perience. Banks and trust companies of 
from the banking department upon which 
to register their choice of nominees for the 
For the purpose of securing a consensus 
of voting, the state is divided into four 
down by subsequent ballots. 

In signing the bill creating the banking 
believed its possible merits outweighed 
possible dangers. ‘Among the objec- 
limited degree it violates the fundamental 
that representatives of objects of govern- 
lating. This is answered by the fact that 
only a minority of the proposed banking 
ing experience, and by the general theory 
that the banking board is to act primarily 
all in an executive or an administrative 
capacity.” 
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NEW YORK LEGISLATION 
AFFECTING FIDUCIARIES 


NUMBER of bills affecting fi- 

duciary administration and taxa- 

tion were passed by the New 
York Legislature which recently ad- 
journed. Most important and enacted 
earlier in the session was the railroad 
moratorium bill which maintained the 
status of railroad bonds as legal invest- 
ments. Among other constructive acts 
was a bill making securities of water- 
works corporations a legal investment 
under certain conditions, and another 
measure constituting as legal investment 
the securities of corporations supplying 
natural gas. The latter bill has not yet 
been signed by the Governor at this writ- 
ing. There was likewise passed a bill per- 
mitting as legal investments notes secured 
by mortgages. The existing law only cov- 
ered bonds secured by mortgages. 

Under an amendment, Surrogates are 
now authorized to direct the taking of an 
inventory of the contents of safe deposit 
boxes. Two bills were passed with respect 
to the authority of fiduciaries acquiring 
real estate in the form of stock and bonds 
of corporations, one of which specifically 
covers the acquisition of partial interest 
in the property as result of foreclosure. 
Both of these bills, at this writing are 
awaiting signature of the Governor. An- 
other bill awaiting signature amends sec- 
tion 168 of the Surrogates Court Act for 
the appointment of a trustee under a will 
when the sole trustee named is ineligible 
or his appointment might invalidate the 
whole or a part of the trust attempted to 
be created. The commission to investi- 
gate defects in the law of estates was ex- 
tended for another year. Among bills 
which failed of passage was one to permit 
all the parties in interest in a trust in 
real estate to revoke the trust in the 
same manner which a similar trust with 
respect to personal property may be 
revoked. 

A number of bills relating to fiduciary 
and estate taxes were passed with the fol- 
lowing pending before the Governor at 
this writing: Bill reducing the minimum 
of net estate tax from $5,000 to $2,000. 
Bill amending personal income tax section 
as to the manner of computing deductions 
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in the case of life estates so that a tenant 
holding property in trust is treated as 
though he were the owner. Bill permitting 
Tax Commission to extend time of pay- 
ment of estate taxes should total net 
$10,000 or more. Bill amending law as to 
tax on net estate of decedents by imposing 
a tax equal to the minimum credit allow- 
able to such decedent against the Federal 
Estate Tax. Bill providing reciprocity 
among various states and the Dominion of 
Canada with respect to domiciliary death 
taxes. Bills which have become law, in- 
crease the stock transfer tax from two to 
four cents and raising income taxes. 

A bill which was vigorously opposed by 
fiduciary institutions and which passed the 
Senate but failed of passage in the House 
late in the session, was that making tax- 
able as part of the estates of non-residents 
intangible personal property having a 
business situs in New York. This was the 
one phase of the recent important de- 
cision by the United States Supreme 
Court which was left undecided in holding 
that intangible personal property of non- 
resident decedents are taxable only in the 
state of domicile. Objection was made 
that such multiple taxes as contemplated 
in the New York bill, would seriously af- 
fect deposit and safekeeping accounts of 
securities belonging to non-residents. 


2°, <2 ‘7 
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MORE EFFECTIVE BANK 
EXAMINATION 


NE of the constructive bills passed at 
@ the last session of the New York 

Legislature and growing out of the 
failure of the Bank of United States, is 
that which strengthens the authority and 
discretion of the state banking depart- 
ment in conducting examination of banks 
and trust companies. The previous law 
was interpreted as mandatory that ex- 
aminations must be conducted semi- 
annually, which was a handicap in militat- 
ing against more than one examination in 
a six months period. The amended law 
gives the Superintendent of Banks dis- 
cretion as to when examinations may be 
conducted. It also permits the omission of 
one examination a year for banks or trust 
companies which are members of the 
New York Clearing House. 
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SCIENTIFIC COST ACCOUNTING 
SYSTEM FOR TRUST WORK 


NITIATION and maintenance of a 
cost accounting system at all times 
is a pre-requisite to the successful 
and profitable operation of a trust depart- 
ment. That is the conclusion arrived at 
by the Committee on Costs and Charges 
of the Trust Division, A. B. A., in its re- 
cently completed report, which embodies 
a plan for the installation of an up-to-date 
cost accounting system. The report sets 
forth that the primary consideration in 
fixing a fee schedule lay in finding out 
what trust services were worth to the pub- 
lic. To ascertain operating expenses the 
Committee set up a formula showing what 
items should be included in the earnings 
and what items in expenses, including 
overhead. This formula was sent to a 
large number of banks and trust com- 
panies with the request that they report 
the earnings of their departments for one 
year. 

An analysis of the answers to the ques- 
tionnaire revealed that 45 per cent of the 
reporting banks and trust companies and 
banks had net earnings, before taxes, of 
less than 35 per cent of the gross, while 55 
per cent had net earnings, before taxes, of 
more than 35 per cent of the gross. Upon 
the basis of,this information a cost system 
was set up designed to show net earnings, 
before taxes, of each division. An expert 
accountant was enlisted to apply this cost 
system to nine trust companies and banks 
doing trust business in areas well scattered 
geographically. The results of this appli- 
cation are shown in tabular form in the 
printed report. 

In presenting its report the committee 
of which Henry A. Theis of the Guaranty 
Trust Company of New York was chair- 
man, stated: 

“A profession, an industry, or an in- 
dividual, to do good work must prosper. 
Otherwise, the quality of product or serv- 
ice must sooner or later degenerate. We 
have in the past seen this happen among 
traction, railroad, and industrial corpora- 
tions and individuals. The trust business, 
too, cannot avoid this economic law. It is 
essential, therefore, if our trust depart- 
ments are to serve our public well (and the 
public must always come first in our con- 
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siderations) that these departments be set 
up on a profit-making basis. 

“To furnish a high quality of service it 
is necessary to insist upon adequate com- 
pensation. With adequate compensation a 
high standard can be assured, for then it is 
possible to obtain men of ability from the 
bottom to the top to run and manage the 
operation and administration of a trust 
department. We should refuse to render 
an inferior quality of service, which is the 
only kind that can be rendered when 
inadequate fees are charged. 

“The events of the years following 1929 
have brought about changed conditions. 
We are in a different era, and adjustment 
to the new trend must be made. We see 
things in a new light, and we should gov- 
ern ourselves accordingly. The successful 
trust department of the future will need 
(1) to operate under a definite fee sched- 
ule for all of the various types of trust 
services designed to produce reasonable 
profits: these profits to run alike in all 
divisions; (2) to apply that schedule of 
charges impartially and uniformly to all 
customers alike, and (3) to initiate and 
maintain a cost accounting system at all 
times.” 

oo > 
SURVIVAL OF FITTEST IN 
BANKING 


S evidence of how the law of survival 
of fittest operated on American 
banking during the past eleven 
years and the fact of a relatively greater 
degree of protection afforded by member- 
ship in the Federal Reserve System, a 
compilation has been issued by the Fed- 
eral Reserve Board. This shows that dur- 
ing the eleven years from 1921 to close of 
1931 a total of 9,285 banks suspended, of 
which 1,333 were national bank members 
and 365 state-bank members as compared 
with 7,587 non-member banking casual- 
ties. Total deposit liabilities amounted to 
$4,277,989,000 to which non-member 
bank suspensions contributed $2,669,- 
700,000. 

During the period covered by this 
compilation there were 1,082 reopenings 
of which 123 were nationals, 32 state bank 
members and 927 non-members. The 
total of deposits involved in reopenings 
was $461,493,000. 
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REVISED SCHEDULE FOR MORE 
UNIFORM AND ADEQUATE. 
TRUST FEES wi 


HE valuable results of three years of 
IT] intensive and comprehensive study 
have been summarized in the final 
report of the special Committee on Trust 
Costs and Charges appointed by the Trust 
Division of the American Bankers Associ- 
ation and which was made available in 
printed form at the recent Midwinter 
Trust Conference. The report contains a 
revised schedule of minimum charges for 
such types of individual and corporate 
trust services as may be susceptible to uni- 
formity and which provide a guide for 
trust departments of trust companies and 
banks all over the country. The excep- 
tional value which attaches to this recom- 
mended schedule of fees is that basis of 
compensation was arrived at as the result 
of a scientific ascertainment of actual cost 
of the various classes of trust service. The 
report also embraces a recommended cost 
accounting system and the results of the 
application of this accounting system toa 
number of trust companies and banks lo- 
cated in various sections and cities 
throughout the country. 

The importance and timely character of 
this contribution to the mooted subject of 
adequate compensation and ascertain- 
ment of actual costs of trust services, can- 
not be given too much emphasis. It is true 
that ably conducted trust departments 
have continued astonishingly active dur- 
ing the past years. The earnings from this 
source have been most comforting and 
welcome in view of the impaired earning 
capacity of banking and other depart- 
ments. The fact remains, however, that 
trust department business has not escaped 
the severe testing and some of the eco- 
nomic reactions of the past two years, 
especially from the standpoints of admin- 
istration and operating costs. The con- 
viction has been brought home as never 
before to all those engaged in trust work 
that quality cannot be assured without 
just and proper compensation; that costs 
must be more accurately and scientifically 
ascertained and that a greater degree of 
uniformity of charges must be observed to 
avoid injurious competition. 

There is probably no constructive task 
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to which the Trust Division of the Ameri- 
can Bankers Association has addressed 
itself which acquires such significance and 
usefulness as that which attaches to the 
scientific adjustment of trust costs and fee 
schedules. Unusual problems are pre- 
sented because of the variable and con- 
tingent nature of trust responsibility, 
which cannot be measured by factory or 
industrial yardsticks. The problem is 
complicated by the fact that there are 
about as many varieties of rates as there 
are number of states for services as execu- 
tor, administrator, trustee, etc. In some 
rates are Statutory, in others fixed by prece- 
dent and in others within the discretion of 
courts. There is also variation as to 
method of applying rates and character of 
services performed, all of which renders it 
next to impossible to devise a rate sched- 
ule on a nationwide scale. 

The schedule of rates for different types 
of personal trusts set up by the Trust 
Division committee are intended to be 
minimum for normal services with the 
recommendation that unusual or special 
services call for increases to fit the circum- 
stances. The committee cautions that in 
agreeing with a customer on compensa- 
tion for services that may run for a period 
of many years, it is always desirable to 
have the rates subject to readjustment. 
Another injunction upon which stress is 
placed is that trust departments should 
apply schedule of charges impartially and 
uniformly to all customers. Much can be 
accomplished toward raising trust work to 
improved standards of compensation and 
quality of service by cooperative effort on 
the part of the members of the corporate 
fiduciary associations which now cover a 
large part of the trust field. 

< t & 


FEDERAL ESTATE TAX RULING 


HE Treasury Department recently 
T ruled that life insurance proceeds in 


excess of $40,000 are exempt from 
the Federal estate tax even when the in- 
sured retains to himself all the legal inci- 
dents of ownership in the policies, pro- 
vided that the beneficiary pays all the 
premiums. Heretofore it was understood 
that this exemption applied only where 
the insured divested himself of all prop- 
erty rights in the insurance. 
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REFUNDS ON INTERSTATE TAXES 
UNDER RECENT MAINE DECISION 


HE recent decision of the United 
T States Supreme Court in the Haskell 
case (First National Bank of Boston, 
Executor of the Estate of Haskell vs. State of 
Maine) relating to non-taxability of in- 
tangible property including shares of cor- 
porate stock owned by non-resident dece- 
dents, affords corporate fiduciaries repre- 
senting estates an opportunity to obtain 
refunds of State Inheritance taxes paid 
where proper and effective action is taken. 
It must not be assumed, however, that 
such refunds can be obtained as a mere 
matter of course, in view of the fact that 
the attitude of the several states will differ 
on the application of the decision and the 
question as to whether shares of stock 
have acquired a so-called ‘“‘business situs”’ 
and in view of the further difficulties re- 
sulting from the fact that many of the 
states have no machinery for making re- 
funds, or have statutes of limitation which 
permit of such refunds only within a 
limited period. 
To this general situation must be added 


the further difficulty which results from 
the fact that many of such states are not 
in a fiscal position to make such refunds 
and the dilemna which confronts many of 


them is repudiation or ruin. Notwith- 
standing all of the attendant difficulties, 
corporate fiduciaries are required to make 
all reasonable efforts toward recovery of 
these taxes lest they in turn be subjected 
to liability for failure to do so. Of course 
there is the peculiarly complex situation 
arising in many estates by reason of the 
80 per cent credit provision of the federal 
statute which must be considered in the 
individual case. 

In the matter of securing these refunds 
this decision may be regarded somewhat 
as the famous definition of the tariff in 
that refunds may be described as a local 
issue and from this it follows that cor- 
porate fiduciaries must in some manner 
avail themselves of the services of counsel 
in the respective states acquainted with 
the particular situation within that state. 
There has appeared in the pages of this 
magazine from time to time announce- 
ment regarding “Inheritance Tax At- 
torneys, Associated,” which is a group of 
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counsel specializing in inheritance§taxes, 
and under the circumstances, which exist 
at the present time, TRust COMPANIES 
Magazine feels that it may with propriety 
call attention to this group of counsel and 
suggest that where they are not otherwise 
committed, they may avail themselves of 
the services of these attorneys for help in 
solving the law and practice in the states. 
oo > 
QUESTIONNAIRE ON RELATIONS 
WITH THE BAR 
N an earnest endeavor to reconcile 
I and foster sound relations between 
trust companies and lawyers the 
Pennsylvania Bankers Association has 
adopted a novel approach to this prob- 
lem. A printed questionnaire has been for- 
warded to all member trust companies 
and banks of the Association by its Com- 
mittee on Cooperation with the Bar. This 
questionnaire submits a series of questions 
designed to ascertain the practices and 
methods employed by trust departments 
in matters of individual and corporate 
trust work requiring legal services or ad- 
vice. Information is especially sought as 
to the drawing of wills and trust instru- 
ments, whether such documents are 
drafted in the offices of the trust company 
or bank or whether prepared by inde- 
pendent outside counsel. 

The questionnaire and effort to bring 
about enlightened and amicable coopera- 
tion are prompted by renewed attempts at 
the 1930 Pennsylvania legislative session, 
the enactment of which would have seri- 
ously impaired the conduct of trust busi- 
ness. Although a code of ethics was 
adopted ten years ago by the Pennsyl- 
vania Bankers Association which had the 
apparent endorsement of the members of 
the Bar, numerous criticisms as to en- 
croachment upon professional preserves 
have been current in various parts of the 
state during the past two years. One of 
the prime objects of the latest movement 
toward cooperation is to secure more wide 
and diligent observance of the provisions 
contained in the code. Confidence is ex- 
pressed that such improved cooperation 
will be forthcoming and the menace of 
unduly restrictive legislation will be 
avoided. 
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REPLYING TO MISCONCEPTIONS 
AS TO FIDUCIARY WEALTH 


ISCONCEPTIONS persist in unin- 
formed quarters as to economic as- 

pects of the aggregation of funds 
held by corporate fiduciary institutions. 
Along with such misunderstandings there 
appear criticisms of the character and the 
rightful functions of trust companies and 
banks as fiduciaries which may be traced 
chiefly to controversial discussions arising 
from the lawyer-trust company contro- 
versy and which most obviously are 
prompted by prejudice or motives of a 
selfish tinge. 

The discussions at the recent Mid-win- 
ter Trust Conference in New York again 
served to vindicate the unimpeachable 
character of trust administration and to 
reassert the legitimate functions as well as 
essential qualities of fiduciary protection 
to the public. In his address as president 
of the Trust Division, A. B. A., Thomas 
C. Hennings gave utterance to his views 
which will find a ready echo among all 
those who have had experience with trust 
management. He said in part: 


“Uninformed persons have said that a 
tremendous aggregation of funds is held by 
fiduciary institutions which have been di- 
verted into long periods of trust administra- 
tion of principal, with the restricted field of 


investment which this involves. Only those 
who do not understand the administration of 
trust accounts rest under this misconception. 
We know that it is contrary to the policy of 
most institutions to invest trust funds in 
equities. Trust funds are principally in- 
vested in bonds and mortgages of the highest 
rating, to finance railroads, public utilities, 
to construct great public works, to build 
roads, school buildings, hospitals and homes 
for our people. Trust funds so invested 
stabilize business and steady the bond mar- 
ket, which is not subject to temperamental 
disturbances such as often occur in the stock 
market. The corporate fiduciary no more 
withdraws funds from trade and business 
than the life insurance companies and sav- 
ings banks do in investing their funds. 
“Funds conveyed in trust should not be 
compared with the water flowing into the 
Dead Sea, there to remain and stagnate, 
lessened only by slight evaporation from 
time to time. Trust funds are like a clear- 
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flowing stream in which a dam has been 
built, creating a reservoir into which the 
water flows and is temporarily impounded, 
and while there serves as a reserve and pro- 
tection against disastrous floods, damage, 
waste and improvidence, and when per- 
mitted to flow out in an orderly way gener- 
ates gigantic electrical power used in the 
development of industries to make life easy, 
pleasant and comfortable for our people, 
and when it again joins the main stream it 
is used to develop lands into production 
which might otherwise be non-productive.”’ 


oe¢ 


DECISION AFFECTING MORTGAGE 
PARTICIPATION CERTIFICATES 


| HE recent decision of the New York 
(1 Supreme Court that certain guaran- 

teed mortgage participation certifi- 
cates are not legal investments for trust 
funds, although the mortgages in which ° 
they participate may be, is of far reaching 
consequence and, if sustained on appeal, 
may result in cases of surcharge. 

In the case in question, an individual 
fiduciary who was the committee of the 
estate of an incompetent sought to be re- 
lieved of his office and accounted to the 
court. The referee appointed in the pro- 
ceedings made a careful study of the ac- 
counts and investments. Among the secu- 
rities held were certain guaranteed mort- 
gage participation certificates, each of 
which contained the following provision: 

“2. The Corporation upon the consent of 
the Guarantor, may at any time waive or 
modify any condition or provision contained 
in said bond and mortgage and extend or 
waive the payment of any installment of 
principal under the terms of said bond and 
mortgage, provided that the Guarantor shall 
not be released from paying this certificate 
in accordance with the terms thereof.” 

The Court pointed out that by the 
statutes specifying what shall be legal for 
trust fund investment, the Legislature 
clearly intended that with respect to 
mortgage securities, the bond and mort- 
gage shall be the primary security and the 
guaranty, if any, secondary. The condi- 
tion for possible waiver of terms of the 
mortgage, vitiates the participation agree- 
ment by making possible the impairment 
of the security of the mortgage in granting 
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power to the issuing corporation, with the 
consent of the guarantor to at any time 
waive or modify any condition or pro- 
vision of the mortgage and extend or 
waive the payment of any installment of 
principal, provided only, that the guaran- 
tor shall not be released. The effect of this 
provision is that so long as the issuing 
company is willing to acquiesce in extend- 
ing the payment of any obligation due, no 
recourse may be had to the bond and 
mortgage security. In the last analysis, 
the certificate holder may own only a 
guaranteed promise to pay according to 
the certificate terms. 


The case will prompt careful examina- 
tion and possible correction of certificates 
held by fiduciaries since, if the case is not 
reversed on possible appeal, companies 
guaranteeing such participations will 
likely be disposed to cooperate closely 
with holders to insure the good standing of 
their obligations as media for trust fund 
investment. It should be noted also, that 
the fiduciary was surcharged with the 
amount of the certificates involved and 
directed to substitute cash or legal 
securities therefor. 


oo > 
BUSINESS AND POLITICS 


HERE is much food for reflection in 
'T| the picture drawn by Melvin A. 
Traylor in his recent address on tax- 
ation before the joint session of the Ken- 
tucky General Assembly. He says: 
“Why should such questions as mem- 
bership in the League of Nations, adher- 
ence to the World Court, international 
debts, regulation of the liquor traffic, tax- 
ation—even tariff—be the stalking horses 
for political wars or for party preferments. 
Decisions on these great questions are 
taken in the heat of political campaign. 
where platforms, personalities of candi- 
dates and party regularity, too often de- 
termine results. While it is true as matters 
stand today that these questions are the 
essence of party battles, my belief is that 
they should be decided in an atmosphere 
removed as far as possible from the parti- 
san battle ground and upon their merits 
as great issues—affecting alike the lives 
and fortunes of all, irrespective of party 
affiliations.” 
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CLEAR SLATE FOR HAWAIIAN 
TRUST COMPANIES 


OT only do the official records of all 
the States in the Union, but also 
those of American territorial posses- 
sions furnish proof of the immunity of 
trust and estate funds from loss, where 
managed by trust companies, due to fail- 
ure, mismanagement or malfeasance, aside 
from those attributable to market depre- 
ciation of trust investments or property. 
The following advice has been received by 
Trust ComPpantes from H. A. Asch, dep- 
uty bank examiner of the Territory of 
Hawaii, under date of February 12, 1932: 
“The official records of the Territorial 
Bank Examiner for the Territory of Hawaii 
show no losses to beneficiaries of estate or 
trust funds where such estate or trust funds 
were administered by trust companies, due 
to failure, malfeasance or mismanagement.” 
It is necessary to explain that trust 
companies in Hawaii cannot do a banking 
business and banks under Territorial law 
cannot transact trust business. 
a a & 


ONE COMMISSION FOR ESTATE 


HE legal principle enunciated sev- 
eral times within the past two years 
in New York, that where substan- 
tially the whole estate is left in trust in the 
hands of the executors, only one commis- 
sion will be allowed was again invoked in 
the New York County Surrogates Court 
by Surrogate O’Brien in the Estate of 
Weare on February 3, 1932. 

In this case, the will disposed of the tes- 
tatrix’s household furniture between her 
two children and gave all of the balance of 
the property to the executors in trust. 
The court in reaching its decision dis- 
tinguished the case where a testator di- 
rected the payment of his debts. The erec- 
tion of a mausoleum at a cost of from ten 
to twelve thousand dollars, disposed of 
jewelry, clothing, household goods and 
automobiles, perpetual care for two burial 
plots, the payment of thirteen general 
legacies ranging in amount from $100 to 
$10,000 and then left the residuary estate 
in trust. In the opinion of the court, since 
substantially the whole estate was left in 
trust in the hands of the executors, in the 
more recent case, only one commission 
would be allowed. 





CONSTRUCTIVE FORCES MAKING FOR ECONOMIC 
RECOVERY 


GROUNDLESS FEARS OF RENEWED INFLATION IN EMERGENCY MEASURES 


R. S. HECHT 


President of the Hibernia Bank and Trust Company of New Orleans and Chairman Economic Policy 
mmission of the American Bankers Association 


(Epiror’s NOTE: 


Mr. Hecht deals with certain recent trends which afford evidence 


of the gradual reestablishment of public confidence in the banking and credit structure, 
attributable largely to the effective functioning of the Reconstruction Finance Corpora- 
tion and the assurance conveyed by the enactment of the Glass-Steagall bill. While desig- 
nating these emergency measures as palliatives rather than cures Mr. Hecht expresses 
confidence that they will permit the pendulum of prices to swing back where quoted. 
values will be somewhere near the intrinsic merit of goods and securities.) 


E are struggling with the most diffi- 

cult business situation in our his- 

tory, and the forces of the depression 
have time and again threatened to “break 
through” the lines so bravely held by our 
business leaders and bankers. But now, once 
again—thanks to the broadminded, non-par- 
tisan statesmanship displayed by the com- 
manding generals of both parties—a strong 
reserve force has been created which can 
be used to give prompt and effective help at 
any point in our economic and financial lines 
where weakness may develop and a break 
seem imminent. I refer to the Reconstruc- 
tion Finance Corporation and the Glass-Stea- 
gall Amendment to the Federal Reserve Act. 
These measures do indeed constitute a mo- 
bile force which can quickly and effectively 
render aid where it may be needed in this 
battle against depression and fear, and the 
very knowledge of their existence should cre- 
ate renewed faith and confidence in all sec- 
tions of the line—in industry and trade, in 
transportation, and in banking—that the line 
will hold and that the constructive forces of 
America’s economic strength shall triumph. 


Awaiting Element of Confidence 
In 1929 book value or earnings seemed to 
have lost their meaning and were swept aside 
and utterly ignored in the inflated values 


then existing. The present did not matter. 
Everybody was buying on the rosy prospects 
of the future. Today, book value and earn- 
ings seem once again to be entirely lost sight 
of and presently existing values are justifi- 
able only on the theory that America will 
never recover from this depression. The ex- 
perience of history belies such a supposition. 
But cold reason does not seem to matter at 


the present time. Everybody is dominated 
by Fear and forgets there is a future. In 
fact, it seems as futile today to point out 
the folly of this unjustifiable destruction of 
values as it was useless in 1929 to preach 
caution during the orgy of speculative enthu- 
siasm and overinflation. 

But the law of action and reaction still 
functions. We have gone through two try- 
ing years in the course of which many im- 
portant and necessary readjustments have 
been completed. But no substantial recovery 
has yet set in, largely because the greatest 
single element for such an upward movement 
is still missing—namely, Confidence. I strong- 
ly feel, however, that the practical character 
of the two relief measures recently enacted 
should go a long way to dispel the fears and 
anxieties of our people and thus lead to a 
sure but gradual return to normal business 
activity. 


Reconstruction Finance Corporation 
Functions Effectively 


The Reconstruction Finance Corporation is 
a thoroughly practical plan by which—with- 
out recourse to unsound devices—business 
should be helped to overcome the difficulties 
which have so hampered its development in 
the recent past. A recent visit to Washington 
gave me an opportunity to observe at first 
hand the functioning of this new corpora- 
tion. I could not help but marvel at the 
smooth and effective running of every depart- 
ment of this organization, and wondered how 
it was possible to accomplish these results 
within two or three weeks’ time. But I soon 
learned the secret. Governor Meyer, who was 
the head of the War Finance Corporation 
back in 1921, and who appears always to 
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have inspired great loyalty in the various 
organizations he has headed, just issued a 
all for help to a number of the experienced 
men who served with him in that work in 
certain key positions. The response to this 
eall for duty was really phenomenal, and 
many who could ill afford to leave their ac- 
customed tasks did so in a spirit of patriotic 
service, and moved again to Washington to 
assist in the present emergency. As a conse- 
quence the operating details of this new but 
vast corporation are in the care of tested and 
qualified executives, and the nation may feel 
assured that it will function with speed 
and precision. 

But while questions of large policy and 
major transactions will necessarily have to 
be centralized at Washington, the plan is to 
decentralize the bulk of the corporation’s 
operations as rapidly and fully as advisable. 
Loan agencies of the corporation are being 
established in cities throughout the country, 
more than thirty already having been set up 
in places where there are Federal Reserve 
banks or their branches. Each agency has 
its own advisory committee. The wisdom of 
this procedure, and the basic soundness which 
it adds to the corporation’s operations are 
manifest. These local agencies will have first 
hand information, or can make first hand 
investigations as to local conditions and the 
interests applying for assistance. 


Credit Policy of Corporation 
The next important question which you 


will naturally ask is: “What will be the 
Credit Policy of the Corporation?’ No exact 
or categorical answer can be given to this 
question. Its standards will be somewhat 
different from those of the average city 
bank. Otherwise there would have been no 
excuse for creating it. 

But this in no sense implies that there will 
be any tendency toward unsoundness or lax- 
ity in its credit operations. The act creating 
it specifically declares that all loans which 
it is empowered to make shall be fully and 
adequately secured—but the character of the 
security and the qualifications and needs of 
the borrower are left entirely to the prudence 
and discretion of those in charge of the cor- 
poration. And the real controlling mandate, 
not in the written word but in the obvious 
intent and motives that brought the corpora- 
tion into being, is to use its great govern- 
mentally given powers to strengthen the re- 
sistance of the nation’s economic structure 
against ravages that previously existing 
credit resources were proving inadequate to 
give it the strength to resist. 

The Reconstruction Finance Corporation is 
not a sensitive financial institution that has 


TRUST COMPANIES 


to place profits and liquidity of assets ahead 
of public service; nor is it a reserve mech- 
anism for the current expansion of banking 
eredit. Rather, it is a supplementary ad- 
junct to our regular business and financial 
mechanism devised for the purpose of ap- 
plying a substantial volume of public funds 
to easing for a limited period the burden of 
sound but unliquid assets that has been im- 
posed upon financial institutions by world- 
wide economic conditions beyond their con- 
trol and beyond their unassisted strength to 
sarry without the danger of a breakdown. 


Relieving the Credit Structure 

Herein lies in large measure the purpose 
and benefit of the Reconstruction Finance 
Corporation. If it can relieve the cramped 
condition of our credit structure, it will un- 
questionably go a long way toward re-estab- 
lishing that measure of confidence necessary 
for a return of better times in commerce and 
industry. That, in turn, will mean greater 
security for those who have jobs and the 
gradual calling back to their benches and 
their desks of many who have lost their 
jobs. Purchasing power, as well as confi- 
dence, will then increase and a sane era of 
cautious but courageous business revival 
should follow. Revived business activities 
will inevitably bring about a thawing out of 
many of these frozen credits, thus in turn en- 
abling the Reconstruction Finance Corpora- 
tion to gradually liquidate its portfolio. It 
will necessarily be a process of several years 
to accomplish it, but there is no good reason 
why the ultimate working out of the Recon- 
struction Finance Corporation should not be 
as successful as was that of the War Finance 
Corporation. 

The corporation will not and cannot be 
used as a dumping ground for unsound assets. 
It will render assistance where it is fully 
deserved and in the public interest. It is 
needless to point out how many institutions 
have, through circumstances beyond their 
control, gotten into a position which pre 
vents them from performing their normal 
functions; nor can it be denied that, in the 
complicated economic mechanism of our mod- 
ern life, the consequences of the breakdown 
of our financial institutions would affect the 
life, comfort, and welfare of all of our peo- 
ple. It is clear that these conditions create 
a public emergency which fully justifies the 
cooperation of the government with the busi- 
ness interests. On the other hand, there is 
no thought or intention of permitting this 
corporation to subsidize private enterprise or 
to interfere with private initiative and inde- 
pendent efforts to put our houses in order 
without such aid wherever possible. 





TRUST 
Its sole purpose is to enable sound banks 
to continue in operation, to enable railroads 
and other productive enterprises, based on 
the economic needs of our people, to obtain 
requisite financial support. In short, it is 
intended merely to free and make effective 
and available once more the forces of our 
existing credit facilities which just now are 
partially paralyzed by reason of the fact that 
they have become temporarily frozen. And 
bear in mind that in large measure this freez- 
ing process has been due to fear on the part 
of individuals and corporations. Dispel this 
fear and relieve the existing pessimism and 
we shall soon have confidence re-established 
and frozen assets once again made liquid. 


Decline in Bank Fatalities 

There are straws which I think indicate 
that the wind of increasing public confidence 
is blowing in the right direction. The num- 
ber of bank failures was truly alarming in 
1931. It was still bad in January, 1932, for 
according to reliable but unofficial figures 33 
banks closed their doors in America during 
that month. But February showed a marked 
improvement—the total being only 133. How- 
ever, the greater significance of the Febru- 
ary figures lies in the fact that when broken 
up into weeks, we find the results as follows: 

Week ending February 4th 66 
Week ending February 11th a2 
Week ending February 18th...... ra | 
Week ending February 25th 

If we can continue at that rate of improve. 
ment, we shall soon be all right! 

Let me point out in this connection that 
banks—both large and small—have had many 
difficult problems to meet. Deposits have de- 
clined the country over, partially because of 
reduced business activities and declining val- 
ues, and partially because of ill advised and 
unfortunate hoarding. Ruthless collections 
of the notes in their portfolios or forced sale 
of their bonds on a dull and depressed mar- 
ket would only make matters worse. Under 
these circumstances, both prudence and 
necessity demanded that banks restrict their 
new loans even where sound and adequate 
collateral was offered, especially as the sup- 
ply of paper eligible for rediscount with the 
Federal Reserve banks under existing regula- 
tions was quite limited. 

For remember that bankers are just as 
human as their clients. The depositor never 
wants his money as long as he is sure he 
can get it when he does want it. The banker 
never wants to loan his money unless he is 
sure he can get it back promptly—or that 
he at least has collateral on which he can 
readily realize through sale or rediscount if 
the necessity arises. 
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The Glass-Steagall Bill 

It is in that connection that the passage 
of the Glass-Steagall bill should do much 
good, for it is designed to restore confidence 
in the banks not only on the part of the 
public, but on the part of the bankers them- 
selves. The new law permits—for one year— 
a somewhat less rigid observance of the regu- 
lations heretofore in force by the Federal 
Reserve banks by allowing them, under cer- 
tain conditions, to make advances to member 
banks—having a capital of less than $5,000,- 
000—upon the deposit of other sound securi- 
ties when the borrowing bank has used all 
of its technically eligible paper. A banker 
may hever need or use these additional fa- 
cilities, but the mere knowledge that his good 
loans and other assets can thus be liquified 
in case of an emergency will be a great com- 
fort and assurance to him. It will tend to 
remove his fear of getting caught in a credit 
or currency jam, and will thus incline him 
to a somewhat more liberal loaning policy, 
which in turn should have a tendency to 
stimulate business. 

The Glass-Steagall bill was passed as an 
emergency measure and its provisions will 
hold good for only one year from March 
3d. However, the bill has a_ twofold 
purpose. Besides making more flexible and 
available the resources of the Federal Re- 
serve System to its member banks under the 
utterly abnormal conditions existing at this 
time, it definitely fortifies and protects our 
gold supply and makes it fully adequate as 
a reserve under any demand that may be 
made upon it. 


Releasing Free Gold 


A brief explanation to make this somewhat 
technical subject of gold reserves clear is 
probably in order. Our present law requires 
that for every $1.00 of currency issued by 
the Federal Reserve banks there must be 
40 per cent in gold and 60 per cent in eligible 
paper. In normal times there is no difficulty 
in providing these proper percentages. It is 
also true that under ordinary conditions the 
amount of currency outstanding fluctuates 
with the volume of business done so that 
the amount of Federal Reserve notes goes 
down as the amount of available eligible 
paper diminishes. Not so at present! The 
supply of eligible paper is low, but due to 
the extensive hoarding of money the amount 
of currency outstanding is very high. For 
that reason there is not enough eligible paper 
to make up the 60 per cent required behind 
the Federal Reserve notes, and that defi- 
ciency is presently made good by the deposit 
of additional gold. The net result is that in- 
stead of having 40 per cent gold behind these 
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notes, we presently have approximately 75 
per cent in gold and only about 25 per cent 
in eligible paper. This means that many hun- 
dreds of millions of gold which ought to be 
added to our stock of “free gold” are “tied 
up” as excess reserve. Now, if France or 
any other country should suddenly ask for 
the return of the credit balances they have 
in this country and request corresponding 
gold shipments abroad, it might so deplete 
our free gold supply as to adversely affect 
our money and credit situation. 

The Glass-Steagall bill cures this by a 
very simple device. It simply permits the 
substitution of direct obligations of the 
United States for any part of the 60 per 
cent cover behind our Federal Reserve notes, 
which cannot be supplied by presently avail- 
able eligible paper. However, no change 
whatever is made in the legal requirement 
of the 40 per cent gold so that the funda- 
mental basis of our currency is by no means 
changed. 

Baseless Fear of Inflation 


Nevertheless, there has been a hue and 
cry that this new bill is “inflationary” in its 
character and would therefore ultimately do 
more harm than good. There is no justifica- 
tion for such fear. To begin with, the au- 


thority to substitute government obligations 
for eligible paper is limited to one year. 
Secondly, the gold thus released will merely 


serve as an additional safeguard to our 
credit situation to be used only if either a 
sudden withdrawal of foreign balances or the 
genuine needs of increasing trade would re- 
quire an expansion in the volume of currency. 
It is an anchor to windward; a protection 
against an unexpected raid on our gold sup- 
ply from abroad or an unlooked for credit 
disturbance at home. It is not a measure of 
“inflation” in its generally accepted sense. 

But as a matter of fact there are many 
who believe that real “inflation” would be a 
panacea for all of our present ills and, there- 
fore, should be encouraged. There are others 
who paint pictures of dire distress which 
would be sure to follow if we embarked upon 
such a program. I have no thought of enter- 
ing into a discussion of so deep an economic 
subject at this time. However, some brief 
comments on the practical and immediate 
effects of an expansion of our credit base 
may prove helpful. 

To the man in the street the word “infla- 
tion” just naturally means unsound and arti- 
ficial means of stimulating prices and depre- 
ciating the currency, and it at once conjures 
up visions of changing the gold standard or 
other radical measures. But there is nothing 
of that kind contemplated by the responsible 
leaders in either political party. There is a 
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vast difference between measures that would 
lead to unsound monetary inflation and con- 
structive legislation designed merely to pro- 
vide sound means for permitting such tempo- 
rary. expansion of credit as the exigency of 
the present situation requires. 

As always happens after a period of such 
excessive inflation as witnessed prior to the 
1929 collapse the pendulum has swung back 
too far so that securities are today as far 
below intrinsic merit as they were above the 
point in the summer of 1929. 


Reestablishing the Equilibrium 

It is safe to say that there can be no re- 
turn to public confidence until we can put a 
stop to this steady destruction of values, but 
it seems hardly fitting to brand the efforts to 
counteract this deflationary process as “Infla- 
tion” in the generally accepted sense. Never- 
theless it seems that neither the Greeks 
nor Webster had a word which more accu- 
rately fits the case, with the result that a 
brand new word has been coined and given 
general circulation in business and financial 
circles, and that word is “Re-flation.” It of 
course intends to convey the thought that the 
recently passed relief measures will not 
tinker with our gold standard or make any 
basic change in our currency system but are 
intended solely to permit the pendulum of 
prices to swing back to that happy medium 
where quoted values will be somewhere near 
the point of the intrinsic merit of goods and 
securities. 

Let me emphasize once more that it will 
not do to create exaggerated hopes regarding 
an early ending of this world-wide depres- 
sion. The Reconstruction Finance Corpora- 
tion and the Glass-Steagall bill are steps in 
the right direction, but after all they are 
temporary measures—palliatives rather than 
cures. The most we can expect them to ac- 
complish is to dispel all fear of a gold or 
currency shortage and to re-establish confi- 
dence in our banking and credit structure 
and in the future of America. 

In the last analysis the winning of the 
battle depends on our individual courage and 
energy and on our ability to adapt ourselves 
to the changed conditions. In the meantime 
it is gratifying to note that the mental atti- 
tude of our people is gradually changing and 
evidences are multiplying that a saner and 
more hopeful outlook is gaining ground. It 
looks, therefore, as if that most essential of 
all requisites for prosperity—namely public 
confidence—may soon be restored. When it is 
we shall have increasing activity in all 
classes of business and thus have lifted from 
the homes and family life of our people much 
of the presently existing anxiety. 
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SOME OBJECTIONS TO THE GLASS BANKING 
REFORM BILL 


“CURRENCY INFLATION” IN THE OLD-FASHIONED SENSE IS 
IMPOSSIBLE 


EDMUND PLATT 


Vice-president, Marine Midland Group of Banks and former Vice-governor of the 
Federal Reserve Board 


(Ep1ItTor’s NOTE: 


Mr. Platt’s erperience as former member and vice-governor of the 


Federal Reserve Board impart added interest to his observations on proposed Federal 


banking reform. 


He discusses the proposed Glass bill as distinct from the emergency 


Glass-Steagall measure which recently was enacted by Congress to broaden the rediscount 
functions and release technical restrictions on free gold held by the Federal Reserve 


System. 


Mr. Platt deplores hasty revision of the fundamental banking laws of the coun- 


try at this time and also criticises some features of the Glass bill, pointing out that bank- 
ing has suffered from too much, rather than from lack of restrictions.) 


T IS unfortunate it seems to me that a 
major revision of banking laws should 
be undertaken just at this time. Emer- 
measures such as the recently en- 
acted Glass-Steagall emergency bill, are 
necessary and warranted. Personally I be- 
lieve that the first two sections of the Glass 
emergency bill might well have been more 
liberal, and the second section as well as the 
first should be permanent law and not limited 
toa year. I see no reason why the notes that 
may be discounted by the Federal reserve 
banks, under the provision of those sections, 
should not be used as collateral for Federal 
reserve currency. Their obvious purpose is 
to supply emergency currency to banks in 
need of it. and when a bank re-discounts for 
the purpose of obtaining currency the rate 
bites and in my opinion there can be no shad- 
ow of doubt that currency issued by the Fed- 
eral reserve banks under such circumstances 
would come back to the Federal reserve 
banks just as soon as the member banks 
could get their hands on it. It could not 
produce, in my opinion, a “currency infla- 
tion.” 

The amount of Federal reserve notes in 
circulation at the present time is $1,200,000,- 
000 (Feb. 19, 1932) greater than it was a 
year ago. The amount of money in circula- 
tion is $1,055,000,000, greater than it was 
a year ago, in spite of the fact that the ac- 
tual needs of business must be considerably 
less, yet there is certainly no evidence of 
currency inflation. I do not believe that 
a currency inflation in the old fashioned 
sense is possible in the United States unless 
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our people very greatly change their habits. 
It seems to me that the discussion of this 
subject shows that we are still living to a 
eertain extent, as Bagehot said in the debris 
of the old currency discussions of the last 
century. It is natural enough for the French 
to talk about currency inflation in this coun- 
try because French banking and the habits 
of the French people are at least half a 
century behind the times. They haven’t yet 
learned to use bank checks and deposits, 
and they naturally think of people in the 
United States as having habits of doing 
business similar to theirs. 


Safeguards Against Currency Inflation 


Of course, currency inflation could be pro- 
duced by direct issues of government notes 
—that is, if the government were to print 
greenbacks and use them to pay its expenses 
instead of balancing its budget. On the 
other hand, if the government continues to 
borrow through issues of short term certifi- 
cates, notes or bonds and if the funds to 
pay for those bonds are obtained through 
borrowings on the part of the member banks 
at the Federal reserve banks over a con- 
siderable period of time we should doubt- 
less have a credit inflation, but this would 
not involve any increased issues of cur- 
rency unless or until there had been suffi- 
cient eredit inflation to raise prices so the 
people would need more currency in order 
to pay the higher prices. That certainly 
would not be a currency inflation in the old 
sense but merely a part of a credit inflation. 


The Treasury evidently means to do its 
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best to avoid anything of that kind and 
Congress appears to be cooperating through 
the pending program for additional taxes. 
Certainly up to date the borrowings of the 
Treasury and increased discounts have not 
produced any inflation that you can see. The 
price index has continued to go lower almost 
from week to week and the equations of the 
theorists who pin their faith to the quan- 
tity of money theory are very badly upset. 
The increase of reserve credit has gone 
wholly into currency which is not in use and 
into gold exports. 

Banking System Has Suffered from too 

Much Restriction 

It seems to me that the American bank- 
ing system, if it can be called a system, 
has suffered rather more from too much 
restriction than from the lack of restriction. 
There are too many prohibitions, restric- 
tions and regulations in our laws generally 
and particularly in our banking laws, and 
the pending Glass banking reform bill adds 
very considerably to their number. Un- 
doubtedly with our “free banking’ laws 
under which almost anybody with the requis- 
ite capital can organize a bank and with our 
great number of banks, many of which are 
very small, restrictions are necessary but 


one may doubt whether our banking system 
will ever grow up if restrictions continue to 


be increased every time there is trouble. 

Bankers after all must be presumed to 
have a cretain amount of common sense and 
to learn something themselves from each 
period of distress or pressure, and I do not 
think they are likely to repeat again in 
vur generation some of the serious mis- 
takes that led to the debacle of 1929. I do 
not believe it is either necessary or wise to 
prescribe for them what proportion of their 
assets they may loan on good collateral. I 
see no object in giving a preference to un- 
secured loans over secured loans, and I think 
it is a mistake to assume that all secured 
loans are speculative and that all specula- 
tion is wrong. A New York contractor who 
has been at times a very large borrower, 
told me not long ago that in his opinion 
70 per cent of collateral loans were ulti- 
mately paid off without any reference to 
the collateral. I mentioned this statement 
to a well known banking economist not long 
ago and he said he thought it quite possible 
that the statement might be true. 


Restriction on So-called Federal Funds 

It is not my purpose to go into a complete 
analysis of the Glass bill or other legisla- 
tion pending, but there is one restriction in 
it which rather surprised me and that is 
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the restriction upon the sale of so-called 
federal funds. I have never heard that ob- 
jected to and although doubtless this prac- 
tice may be subject to some abuses they 
seem to me to be of small consequence and 
merely show rather amusingly the sharp 
pencils of the practical bank operators. 

In general the sale and purchase of federal 
funds provides a means of distributing or 
pooling the excess reserve funds of some 
banks to the advantage of all concerned—a 
real economy in the use of reserve money. 
It seems to me also that the distribution of 
excess reserve funds that may accumulate 
in New York to the larger banks in the 
other reserve centers results in a wholesome 
equalization of reserves among banks in dif- 
ferent cities that are really competing with 
each other for the larger accounts. I don’t 
believe this interferes with the policies of 
the other reserve banks. On the contrary 
I think it should be a help to them. 


Still Too Many Banks 

When I became a member of the Federal 
Reserve Board, if my recollection is correct, 
there were about thirty thousand banks in 
the United States. During the past ten or 
eleven years the number has been reduced by 
failures and by consolidations until there 
are at the present time only a little more 
than 20,000. In my opinion, there are still 
at least 15,000 too many. One of the re- 
strictions placed upon American banking 
is the restrictions upon consolidations. You 
will say that bank consolidations are men- 
tioned in the newspapers if not every day 
at least almost every week, but these con- 
solidations are as a rule, except in a few 
states, wholly of banks within city limits. 
They do not help our country banking situa- 
tion at all. 

Vhat we need is to remove the restrictions 
which prevent consolidations among country 
banks or of country banks with city banks 
either in trade areas as recommended by the 
Comptroller of the Currency or within groups 
of counties, or within some such recognized 
limits as for instance one hundred miles, so 
that banks may consolidate and at the same 
time keep open. The National Banking Act 
contains a curious surviving provision which 
allows banks to consolidate within counties, 
but if you consolidate two banks within a 
county which are located some distance from 
each other and not in the same corporate 
limits you have to close one of them up. 
Hence, such consolidations are rarely if ever 
made. 

I do not believe branch banking would 
solve all of our banking difficulties but it 
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certainly would solve a good many of them. 
It would enable us to prevent a great many 
failures by allowing large banks to take 
over small weak banks and keep them run- 
ning as branches and by this means a con- 
siderable amount of banking resources now 
outside the Federal Reserve System would 
be brought into the system, because most 
of the small banks are state banks and most 
of them are not members of the Reserve 
System. 

Proposed Restrictions on Group Banking 

The Glass banking reform bill seeks to re- 
strain to some extent group banking, im- 
posing several onerous conditions upon the 
group banks such as the accumulation of a 
100 per cent reserve against double liability 
of the bank stocks owned but at the same 
time it does not authorize branch banking 
except where it is already authorized in 
states. I think all of the leading group 
banking organizations carry fair sized re- 
serves, and one of them at least, the Guar- 
dian-Detroit Group which is organized under 
Michigan laws, provides for double liability 
of the holding company stock which would 
seem to carry the point aimed at in the Glass 
bill fully. 

On the other hand, it is not for the cover- 
ing of the double liability that the groups 
as a rule carry reserves but to prevent any 
liability. In other words, reserves are car- 
ried by the group with which I am most 
familiar, and I think also by most of the 
others, for the purpose of adding new eapital 
to any bank that may be threatened or in 
any neighborhood where runs have developed 
or any unusual demands. In short the pur- 
pose of reserve funds is to prevent failures, 
not to pay for them after they occur, and 
a 25 per cent reserve should be ample. 


Branch Banking 


Senator Glass and Senator Bulkley and 
perhaps the Senate Banking and Currency 
Committee generally are in favor, I believe, 
in going just as far with branch bank- 
ing as they can. The original Glass bill 
provided for state-wide branch banking, and 
I think Senator Glass himself would be 
willing to accept Comptroller Pole’s recom- 
mendations, but they tell me that the House 
Banking and Currency Committee and the 
House generally is opposed to branch bank- 
ing and would not pass a bill which goes 
further than the states have already gone 
or may go. My impression is that the House 
Committee stands rather opposed to branch 
banking. The Pennsylvania Representative, 
Mr. McFadden, has always opposed branch 
banking, but I think some of the members 
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have changed their opinions on this subject, 
although the agitation against chain stores 
has something to do with the continued op- 
position to branch banking is some sections. 
It is certain, however, that the opposition 
has generally died out and a number of 
states have recently enacted consolidation 
legislation which permits branch banking in 
certain limits within counties or groups of 
counties, Such a bill is pending in the New 
York legislature. 

Most of the above was written for and de- 
livered as an address at the Wharton Alumni 
Institute in Philadelphia on February 19th. 
Since that time the Glass-Steagall Act has 
been passed and signed in substantially the 
same form in which it was introduced, with 
the first section only as permanent law, and 
now (March 18th) the Glass Banking Reform 
3ill has been reintroduced in somewhat re- 
vised form, but with most of its restrictive 
features remaining. Senator Glass’s name 
has always been connected with constructive 
legislation. Under his leadership the Federal 
Reserve Act has been amended from time to 
time almost always in the direction of greater 
liberality, enlarging the powers of the Fed- 
eral Reserve System so as to make it more 
useful to member banks and the business 
community and better able to cope with emer- 
gencies. There are very important construc- 
tive features in the pending bill, and, in my 
opinion, they should be separated from the 
restrictive features and enacted into law, 
while the restrictve features should be post- 
poned for future consideration. Some of 
them should be discarded entirely. The stock 
panic of 1929 is behind us and we need legis- 
lation to deal with present conditions. The 
Federal Reserve banks and the Federal Re- 
serve Board already have ample powers to 
cope with a wildly speculative situation if 
and when it ever develops again and with the 
experience of the past will doubtless know 
better how to exercise those powers. The 
reserve recommendations recently recom- 
mended by a committee of the Federal Re- 
serve Board, basing the reserves of member 
banks partly on debits or the turnover of 
funds, are not incorporated in the new bill 
which retains in amended form the section 
increasing the reserve required on time de- 
posits. The recommendations of the Reserve 
Board committee are better and if adopted 
would go far toward preventing any consid- 
erable speculative inflation of credit in the 
future—rendering unnecessary the provisions 
of the bill which seek to restrain loans on 
security collateral and the alleged “seepage” 
of reserve funds into speculation. 
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RESPONSIBILITY AND RELIEF FROM CRUSHING 
BURDENS OF TAXATION 


MELVIN A. TRAYLOR 
President, The First National Bank of Chicago 


(Epiror’s Note: Following is an excerpt 
from an address on “Taxation” recently de- 
livered by Mr. Traylor before a joint session 
of the General Assembly of Kentucky.) 


WONDER if it has ever occurred to you 

that before the individual, the corpora- 

tion, industry, commerce, or any of the 
other activities that make up the economic 
structure of this great country can earn one 
dollar for those interested, they must con- 
tribute approximately $33,000,000 per day for 
each working day in the year for the support 
of the State and local governments, and ap- 
proximately $13,000,000 per day in addition 
for the support of the Federal Government. 
Translated another way and based upon the 
estimated total annual income of $70,000,000,- 
000 for the United States from all sources 
for 1930, approximately 20 cents out of each 
dollar, or $14,000,000,000 of this total annual 
income, is required solely to carry on the 
machinery of our multiple governing bodies; 
and further, the tax bill is approximately 
$110 annually for every man, woman and 
child in the United States proper. 

Compare this tax bill of $14,000,000,000 
with certain major items in our national in- 
come. It exceeds by $2,000,000,000 the gross 
farm value of all agricultural production— 
crops and live stock—in the United States in 
1929. It is only seven per cent less than 
the total salaries and wages paid in 1929 to 
10,178,000 officers and employees of over 210,- 
000 manufacturing establishments in the 
United States. 

What brought about this condition, and 
who is responsible? The condition exists, I 
think, in a large measure because we, the 
people, permitted it, and we, the people, are 
responsible; for after all, government in this 
land of ours, whatever else we may say about 
it, is by and large the shadow of public will, 
and the tax burden of today is largely the 
result of public demand. We have called 
upon our governments for this service and 
that, for this luxury and the other—not 
counting the cost and ignoring our ability to 
pay, until now it is perfectly evident that 
during the joyride of the last decade our 
Pegasus of government has thrown a shoe 


and has gone exceedingly lame. I do not 
know if still ‘Under the spreading chestnut 
tree the village smithy stands.” Probably in 
his place there is a gasoline filling station or 
a garage, but there is no mistaking: the fact 
that we, the people, and our government 
horse need a shoe—designated by number it 
should be a big one, perhaps a number twelve. 
However, a better designation, I think, would 
be in quality, for such a shoe should combine 
efficiency, thrift and economy, three essentials 
which should be practiced first in the home, 
then progressively developed in our local and 
state affairs and finally in the Federal Treas- 


ury. 

When we have completed our task, I bi- 
lieve we shall discover that the question of 
taxation, aside from the question of revenue 
for the payment of existing debts, is primar- 


ily one of reducing future expenditures. This 
objective will not be accomplished unless 
there is a drastic change in the public atti- 
tude toward government responsibility. In 
other words, we cannot continue to deman‘l 
of our governmental agencies that they per- 
form for us the increasing number of things 
we have been requiring of them in the past 
—things we should do ourselves, and at the 
same time expect those responsible for gov- 
ernment to reduce cost of administration. 

Personally, I believe that a general sales 
tax, in conjunction with a proper income tax 
offers an inviting field for exploration, and I 
am inclined to think possesses possibilities 
for the solution of many of our tax problems. 
How far such a combination might be util- 
ized in lieu of other methods of taxation, pre- 
sents an interesting speculation. Limited 
sales and special taxes exist in many states 
and in certain instances have much to com- 
mend them. While such taxes violate the 
principle of equity, they are nevertheless 
uniform as to the class of business affected, 
are easy of administration and usually bear 
direct relationship between the facilities pro- 
vided and those who benefit from their use. 
This is particularly true as to motor vehicle 
license and gasoline taxes. The range of 
subjects susceptible to this application of 
taxes is not large. 





THE TRUST COMPANY MUST DEFEND AS WELL AS 
CONSERVE PROPERTY VALUES 


BULWARK AGAINST SPECULATIVE AND RADICAL ACTIVITIES 


HAL H. SMITH 
Of the Detroit Bar and Chairman of Executive Committee of the Union Guardian Trust Company of Detroit 


(Epitor’s Note: Mr. 


Smith sounds a new and vigorous note for the extension of 


trust company service and influence into broader fields of economic and social useful- 


ness. 


“The trust company,” he says, “should emerge from this great struggle as a more 


active force in the business world and take its place—a place it has well earned—as the 
aggressive defender of sound business and sound financial theories.” ) 


HE great crisis through which the 

world is now passing has left its deep 

sears on every business. But of these 
the injuries to the corporations which have 
devoted their efforts to the trust business 
are perhaps the least serious of all. Of 
course both the law which regulates this 
trust business and the theory upon which 
these companies are organized works for 
conservatism and we would expect from the 
trust company the utmost of care in the 
making of its investments. Nevertheless the 
fidelity with which the trust companies have 
discharged their duties has demonstrated 
anew their strength and stability. If there 
is to be any final repository of sound and 
conservative values—any last trench where 
those values are to be defended—it will be 
found in these great trust organizations. 
There must be such a last line of defense if 
our industrial life and, in fact, if our civi- 
lization is to be maintained. 

But the trust company must not be con- 
tent to be a last line of defense. It should be 
the very front line of attack. It cannot do 
its full work without assuming this responsi- 
bility. It cannot insist that in its hands 
property is safe and secure without -being 
aggressive in the defense of that property. 


Bulwark Against Speculative and Radical 
Activity 

I am not talking of the trust company 
that avowedly performs other than trust 
functions or, if it does perform them, allows 
them to overshadow its trust duties. I am 
not talking of a trust company that has 
securities to sell, or indulges in any way, 
either for itself or its clients, in speculative 
enterprises. I am talking of the trust com- 
pany which limits itself to the performance 
of trust duties and to such collateral busi- 


ness as they necessarily must draw to it. 
Why should not such a trust company now 
stand forth as a conservator of its clients’ 
welfare and a bulwark against speculative 
and radical activity? 

Money, of course, is proverbially timid, 
and generally refuses«to be drawn directly 
into discussions of any public or political 
policy, even though that policy may threaten 
its very existence. It has not been money 
primarily that has fought the battle against 
communism. It has counselled and assisted, 
but rarely has it been found in the forefront 
of the struggle against all of the radical 
tendencies of the past few years. It cannot 
be said to have contributed directly and 
largely to the incessant battle which has 
been and must be put up against socialistic 
theory, whether that socialistic theory ex- 
presses itself in a direct attack on all prop- 
erty as in Russia, or whether it works itself 
out in exhorbitant taxes against estates of 
decedents’, or confiscatory taxes upon all 
forms of productive enterprise. 


Aggressive Defender of Sound Business 
Principles 

But why should not the trust companies 
take a more decided stand in resisting all 
these encroachments on the capital of their 
trusts? The protection of ‘those trusts is the 
doctrine to which they are committed—and 
rightfully committed. The law creates the 
trust company to defend those trusts. The 
investment of the funds of a trust and then 
a passive acquiescence in the attacks made 
on this investment are not at all compatible 
one with the other. 


The trust company should then be more 
than a pacifist. It should agressively inter- 
est itself in all these problems. It should be 
known, not only as a conservator of its 
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trusts, but as an active agent combating 
every error and every effort that threatens 
their integrity. It should emerge from this 
great struggle as a more active force in the 
business world, and take its place—a place 
that it has well earned—as the aggressive 


°, 
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defender of sound business and sound finan- 
cial theories. It should declare itself as a 
leader in the fight against every fallacious 
theory of finance and every destructive force 
and argument that threatens the permanency 
of its investments and, so, permanency of 
our business institutions. 


2°, 
“. 


I Am Stull Rich 


Roy L. Smita, 


E have passed through a panic, 

suffered from a crash on the stock 
market, 
way through the depression, and I am 
still rich. It may be true that I have 
much less to live on than I had a year 
ago, but it is certainly true that I have 
just as much as ever to live for. The 
real values of life are unshaken and 
solid 


The depression has not lowered the 


value of a single friendship. Neigh- 
bors still greet us in the same old cor- 
dial way, business associates believe in 
us, and our sons hold us in high re- 
spect. The wife’s welcome at the close 
of the day has not depreciated in the 
least, and our daughters continue to 
lav ish their affection upon us with the 
same old extravagance. 


My faith in the goodness of the uni- 
verse is unimpaired. By that faith I 
am emboldened as I face defeat and 
despair. The prayers my mother 
taught me and the faith in God instilled 
in me by a devout father remain as 
priceless treasures no depression can 
touch. 


No nation becomes great by becom- 
ing rich. Neither does a man find en- 
during satisfaction in life by owning 
something—only by becoming some- 
thing. The most degrading poverty is 


and are now more than half 


in the Hub (Saskatoon, Sask.) 


that which results from killing the 
spirit that the body may be served. 

This depression is a challenge, not a 
catastrophe. A generation that has 
conquered the air and sent giant planes 
circling the globe, which has plunged 
into the deeps and disported on the 
ocean’s floor, which has climbed above 
the clouds and lived in the stratosphere, 
is now faced with the challenge to rise 
above its dependence on mere things 
and seek an emancipation of the spirit 
of man. 

The last six months have been for 
many men a thrilling spiritual adven- 
ture through which they have dis- 
covered their real wealth. Bereft of 
dividends and profits, they are discov- 
ering the sustaining powers of a strong 
religious faith, the abiding values of 
courage, heroism, honor, charity, and 
trustworthiness. 

A financial crisis can wipe out prof- 
its and bring business to a standstill, 
but character is beyond its reach. It 
can rob us of all we have, but it cannot 
affect what we are The deep- 
est satisfactions of life—those which 
come from sharing and _ serving— 
remain secure. 

I am still rich because I am inde- 
pendently rich—none of my wealth de- 
pends upon business conditions or 
market reports. 
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Serving the Great-great-grandchildren 


of its earliest clients 


This year marks the one hundred and 
tenth anniversary of the founding of CITY 
BANK FARMERS TRUST COMPANY. 
Chartered in 1822, the first trust company 
in America, it has on its books today the 
names of direct descendants of some of 
its earliest clients ... heirs of historically 
ramous American estates which this trust 
company helped to conserve and develop. 








Over such a period of years, a trust com- 
pany prospers only as it is successful in 
managing the property of its clients. 
The continuous progress of CITY BANK 
FARMERS TRUST COMPANY through 
more than a century measures the sound- 
ness of its policies in administering the 
estates and funds entrusted to its care. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street, New York 


“Engaged in trust business solely ... the care and management of the property of its clients” 
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WASHINGTON'S first Pay Check 


It was from a Loan made to the Government in 1789 by the Bank of New York 

that the President’s first Instalment of Salary was paid. Alexander Hamilton 

upon assuming the Position of Secretary of the Treasury had found himself 

entirely without funds to meet the ordinary expenses of Government and turned 
to “The Bank” in the Nation’s time of need. 
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4 pes Bank oF New York AnD Trust Company, 
constructively adopting new ideas and new facilities, 
has grown with the Nation. Today, with a background 
of 148 years of active banking experience, it represents 
those qualities of stability and solidity which charac- 
terize old and tried institutions. The soundness of its 
policies is evidenced by the number of p1ominent names 
which for generations have continued on its ledgers. 


BANK of NEW YORK 
ana TRUST COMPANY 


ESTABLISHED IN 1/78# 
NEW YORK . ‘ 
CLEA RING HOUSE 48 Wa LL StreEET, NEw York 
MEMBERSHIP 
NUMBER ONE Uptown Office: 
* Madison Avenue at 63rd Street 





STATUTORY MODIFICATIONS OF THE RULE AGAINST 
PERPETUITIES AND OF TRUSTS FOR ACCUMULATIONS 


TENDENCY TO LIMIT CLUTCH OF THE “DEAD HAND” 


LOUIS BARCROFT RUNK 
Assistant Trust Officer of the Provident Trust Company of Philadelphia 


(Epitor’s Note: The following article is of practical interest to fiduciaries in trac- 
ing legislative or statutory changes affecting “perpetuities” and trusts for accumulations. 
The trend in this country is clearly opposed to the perpetuation of estates and trusts 
which do not serve public interest and where the testator or settlor is chiefly governed 
by the desire to preserve his memory or unwilling to trust his own children, even when 
they are of mature age. This article is reproduced through the courtesy of the University 


of Pennsylvania Law Review. 


The complete text of the article with copious footnotes 
and references may be secured by communicating with Mr. Runk. 


In a succeeding article 


Mr. Runk deals with the subject of spendthrift trusts.) 


HE so-called rule against perpetuities 
had its origin in a decision by Lord 
Chancellor Nottingham in 1681, and 
while originally judge-made law, is now 
universally recognized as part of the com- 
mon law. Closely related to this rule, but 
restrictions on which are purely statutory, 
are trusts for accumulation, the duration of 
which under some statutes is limited to a 


shorter period than that prescribed by the 


rule against perpetuities. The _ so-called 
“spendthrift trust” is an American exotic 
with only a century of growth behind it. 

As the original forms af all of these have 
been modified in many states by recent legis- 
lation, the purpose of this article is to briefly 
summarize these statutory changes down to 
date, subject to the limitations of the aver- 
age indices to the Pamphlet Laws issued 
since the latest editions of compiled or an- 
notated statutes in the various states, and 
then to surmise the underlying causes that 
led to their enactment. 


The Rule Against Perpetuities 

In the following twenty-three states there 
are either no statutes or code provisions, or 
they recite in substance the common law rule 
as laid down in the Duke of Norfolk’s Case 
and in the cases that shortly followed: Colo- 
rado, Connecticut, Delaware, Florida, Illin- 
ois, Kansas, Maine, Maryland, Massachusetts, 
Missouri, Nebraska, New Hampshire, New 
Jersey, Oregon, Pennsylvania, Rhode Island, 
South Carolina, Utah, Vermont, Virginia, 
Washington, West Virginia, and Wyoming. 
And the District of Columbia may be added 
to this list, as its code recites the common 
law rule. Georgia, Iowa and Kentucky 


passed statutes intended to declare the com- 
mon law, but their language is not at all 
clear. 

On the other hand, “perpetuities” are for- 
bidden by the constitutions of Arkansas, 
North Carolina, Tennessee and Texas, but 
their courts define “‘perpetuities” by the com- 
mon law rule. The constitution of Nevada 
permits them only “for eleemosynary pur- 
poses.” Louisiana’s constitution permits its 
legislature to “authorize the creation of trust 
estates for a period not exceeding ten years 
after the death of the donor; provided, that 
where a natural person is the direct bene- 
ficiary said period may be made to extend 
until ten years after his majority;” except- 
ing, however, from the operation of this pro- 
vision, donations for educational, charitable 
or religious purposes; but no statute has yet 
been passed. 


Limitations on Vested Estates 

Of the remaining sixteen states, Idaho, 
Indiana, Montana, North Dakota, Oklahoma, 
and South Dakota limit vested estates, in 
language almost identical, to “the continu- 
ance of the lives of the persons in being at 
the creation of the limitation or condition ;” 
while New Mexico provides that “whenever 
a conveyance or bequest is made wherein 
the conveyor or testator shall hold possession 
of property, be it lands or tenements... 
each one of the said conveyances or bequests 
shall only invest the conveyors or testators 
with possession during their lifetime, ... and 
at the death of said conveyor or testator 
said lands and tenements shall descend to 
the children... . to be equally divided among 
them as absolute tenants in common.” Cali- 
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fornia restricts them to “the continuance of 
the life of persons in being at creation of 
the condition; or for a period not to exceed 
twenty-five years from the time of creation 
of the suspension; Wisconsin, to “continu- 
ance of a life or lives in being at the cre- 
ation of the estate and thirty years there- 
after;’ Ohio to “such person or persons 
... aS are in being or to the immediate issue 
or descendants of such as are in being at 
the time of making such deed or will.” 


New York’s rule has long been for “two 
lives in being,” and an act passed by the 
1931 session of the New York legislature to 
ehange their rule to accord with the com- 
mon law rule was vetoed by the governor. 
Arizona prescribes “the continuance of two 
lives in being at the creation of the estate 
and twenty-one years thereafter.” Four 
states limit such trusts to real estate only, 
viz., Michigan and Minnesota, to “two lives 
in being at the creation of the trust; Mis- 
sissippi, to “a succession of donees, then liv- 
i.g and upon the death of the last of said 
successors, to any person or any heir;” and 
Alabama “to the wife and children or chil- 
dren only ...,” and to “the heirs of the body 
of the survivor, if they come of age, and in 
default thereof, over,’ but to others than 
these then not “‘beyond ‘three lives in being 
at the date of the conveyance and ten years 
thereafter.” 

In certain of these states, viz., Arizona, 
California, Idaho, Indiana, Michigan, Min- 
nesota, Montana, New York, North Dakota, 
Oklahoma, South Dakota and Wisconsin, 
there are also special provisions that a con- 
tingent remainder in fee can follow a prior 
remainder in fee, providing that it takes 
effect in the event of the party having the 
first remainder dying under the age of 
twenty-one, the exact language of these stat- 
utes being found in the numbered sections 
of the laws of these states above cited. 

It is interesting to note that in seventeen 
of the forty-eight states, more than one-third, 
the old common law against perpetuities has 
been changed in some way. 


How Accumulations Are Limited 

In England, the Law of Property Act of 
1925 has re-enacted substantially similar pro- 
visions as were in the old Thelluson Act, 
which was never part of the common law 
but served as a partial foundation for the 
slightly varying statutes in the fourteen 
states which have express statutes or consti- 
tutional provisions on this subject. These 
accumulations are limited as follows: in 
Alabama, for ten years or during a minority; 
in Arizona and Wisconsin, for real estate 
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during a minority, or for twenty-one years 
if for certain defined charities; in California, 
the same as their statutory rule against per- 
petuities; in Illinois, during the lives of the 
grantor or settlor or for twenty-one years 
after the death of a settlor or testator, or 
during a minority; in Michigan and Min- 
nesota, as to real estate only during a minor- 
ity, the statute not applying to personalty 
where the rule against perpetuities is held 
to govern; Pennsylvania’s rule is “the life or 
lives of any such grantor or grantors, settlor 
or settlors, or testator, and the term of 
twenty-one years from the death of any such 
grantor, settlor, or testator, that is to say, 
only after such decease during the minority 
or respective minorities with allowance for 
the period of gestation of any person or per- 
sons, who, under the uses or trusts of the 
deed, will, or other assurance directing such 
accumulation, would, for the time being, if 
of full age, be entitled unto the rents, issues, 
interests, and profits so directed to accumu- 
late” and the courts have applied the 
term of twenty-one years to all estates which 
are not measured in terms of lives. 


Montana end North and South Dakota pro- 
vide, in language substantially identical, that 
if the accumulation be directed to commence 
from the date of the instrument or the death 
of the person executing the same, it may be 
for the benefit of minors then in being or in 
being at such death, and to terminate at the 
expiration of their minority . ..; but if it 
commence at any period subsequent to the 
death of the person executing such instru- 
ment, it may be within the time allowed for 
the suspension of ownership and at some time 
during the minority of the person for whose 
benefit it is intended, and must terminate at 
the expiration of their minority. Michigan 
and Minnesota have a clause substantially 
identical with this except that it is limited 
to rents and profits, but Indiana’s similar 
statute applies only to personalty. New York 
limits accumulations for the period of 
minority, except for certain classes of chari- 
ties defined by the Acts. Louisiana’s consti- 
tuition, might also govern accumulations. 

The remaining thirty-four states and the 
District of Columbia have no statutory pro- 
vision on this subject, but the rule against 
perpetuities has been held to govern auto- 
matically in at least three of them, and will 
probably be held applicable in the others if 
the direct question arises. 


Trusts for Public Charities as Related to 
Perpetuities and Accumulations 


Such trusts are free from the operation of 
the rule against perpetuities for both real 
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and personal property, either by statute or 
by constitutional provision, in the ten states 
of Connecticut, Louisiana, Maryland, Michi- 
gan, Minnesota, Nevada, North Carolina, 
Pennsylvania, South Carolina and Tennes- 
see, and also in the District of Columbia, and 
in Massachusetts by judicial decision as to 
personalty, and later by statutory implica- 
tion as to realty. Also, in Arizona and Wis- 
consin, for certain literary or charitable cor- 
porations of their respective states. But the 
courts in all these states might hold, as they 
have done in Pennsylvania, that the remain- 
der interests must be vested within the period 
prescribed by the rule, even though possession 
is postponed; and that construction, as in- 
dicated below, really eliminates the question 
altogether. 

They have also been declared beyond the 
purview of the rule by judicial decisions in 
fifteen other states, since, as they are not 
for personal or family aggrandizement, the 
reason for the rule ceases. These fifteen 
states are: Delaware, Georgia, Indiana, Iowa, 
Kansas, Missouri, Nevada, New Hampshire, 
New Jersey, New York, Oregon, Rhode 
Island, Vermont, Washington and West Vir- 
ginia. Mississippi, however, prohibits all di- 
rect or indirect charitable devises and all 
direct charitable bequests, but trusts to others 
for their use are valid as to personalty, al- 
though void as to realty. 

With respect to accumulations for a public 
charity, Pennsylvania permits them “for any 
literary, scientific, charitable or religious 
purpose,” subject to legal restrictions upon 
their income and the application of the doc- 
trine of cy pres, which has been frequently 
applied. In Arizona and Wisconsin they are 
permitted for twenty-one years for certain 
corporations of these respective states. New 
York and Louisiana have been previously 
mentioned. Alabama’s ten-year rule would 
probably apply. 


Questions of Sound Public Policy 
As to the remaining states, there are no 


statutes against accumulations for publie 
charities so far as searches show, and in 
those states where the courts have held the 
rule against perpetuities not to apply to a 
public charity, since the English Accumula- 
tions Act is not part of our common law, we 
have no restrictions at all on such accumula- 
tions except in so far as the courts can hold 
any trust void for remoteness, or, in so far 
as a court of equity may limit the period of 
accumulations where, in its judgment, a 
sound public policy demands that the period 
prescribed by the donor should be shortened. 

Regarding this doctrine, Professor Gray 
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remarks, “The objection to allowing a chari- 
table fund to accumulate is an objection of 
public policy, and it would seem better that 
the matter should be fixed by a positive rule 
of law than left to the discretion of judges. 
The discretion which chancellors exercise is 
a discretion in arranging the claims of one 
individual against another, not in setting 
limits to the operation of rules of public 
policy. It is a novel head of equity.” While 
this is entirely true, the same criticism 
might equally well have been made of the 
Rule Against Perpetuities when it was first 
enunciated in 1681. Cases like these, how- 
ever, are infrequent, since, if the beneficial 
interest is immediately vested in the charity 
and only the possession postponed, no ques- 
tion as to a perpetuity arises. 


Significance of Statutory Changes 

What has caused this flood of statutory 
cLanges in the so-called Rule Against Per- 
petuities and Trusts for Accumulations? 
Probably the same fundamental reason that 
caused the original decision in the Duke of 
Norfolk’s Case, and also the original enact- 
ment of the Thelluson Act, namely, the con- 
stantly recurring desire in successive genera- 
tions of those owning property to tie up its 
final disposition as far as possible, and the 
contrary feeling of the majority of the legis- 
lators that in the public interest this inclina- 
tion should be curbed. As to the restraints 
on accumulations, a California court said: 

“The prohibition was made to pre- 
vent an unfeeling and selfish testator from 
so devising his estate as to make persons 
rich in the distant future, to the detriment 
of those during the period of limitation who 
had better claims on his bounty. The latter 
had to live in poverty in order that their 
children or grandchildren might be made 
rich at a distant future day.” 

In many cases this tendency to tie up es- 
tates is due to a desire on the part of the 
settlor or testator to preserve his memory 
as long as possible. Most people rebel in- 
wardly against the prompt oblivion that so 
quickly blots out any lasting memory of the 
lives of the vast majority of their fellows. A 
great many public charitable foundations 
have as one of their creative motives this 
desire to be somehow or somewhere remem- 
bered in the next generation. But such de- 
vises or bequests, being presumed to be for 
the public good, are generally exempted from 
the Rule against Perpetuities, or, in some 
states, are allowed to accumulate for a lim- 
ited period. 


Trusts of Shorter Duration 
In most cases, however—and this applies 
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also to the “spendthrift trusts” that will be 
considered later—the testator or settlor is 
unwilling to give his children the full enjoy- 
ment of all the bounty he has stored up. He 
has seen them grow up before his eyes from 
helpless babyhood, and cannot imagine them 
fully capable of holding what he has ac- 
quired, so he puts his property in trust for 
the entire period of their lives in order that 
it will still be intact at their respective 
deaths. He is unwilling to trust any of his own 
children, even when they are of mature age, 
and in his blindness envisages the grandchil- 
dren or great-grandchildren whom, in all 
probability, he will never see, as being a 
group of supermen or superwomen who can 
be trusted much better. He refuses to look 
all the facts in the face and will not force 
home to his consciousness the fact that under 
these rules against perpetuities and against 
accumulations a group will ultimately come 
into existence and take when they are of 
age the bulk of the property left in trust. 

The family money-maker, who has gradu- 
ated from the “university of hard knocks” 
(if the expression may be pardoned), has the 
persistent feeling that his efforts to save his 
children from some of the hardships he has 
experienced have in many ways unfitted them 
for life as it must be lived, and have devel- 
oped in his children a philosophy of regard- 
ing their padded existences mainly as a 
“chance for self-indulgence.’ We are the 
products of our heredity and our environ- 
ment, with the latter largely predominating, 
and if, with his influence and example con- 
stantly before them, none of the settlor’s or 
testator’s own children are to be trusted, how 
much less capable and less trustworthy are 
the unborn grandchildren or great-grand- 
children likely to be, whose upbringing may 
be even more indulgent than that of their 
parents, and who, when they receive their 
patrimony at twenty-one, are much more 
likely to squander it than their parents would 
be had it been gradually placed in their 
hands—part of it at thirty, part at forty, 
and the balance, say, at fifty years of age? 
At least all sons showing promise of business 
competency should be allowed to ultimately 
have the greater part of the principal held 
in trust for them. It may take great tact 
to impress this viewpoint on would-be settlors 
or testators, but if it is a correct one it should 
it least be tried. This principle, if carried 
out in practice, might mean trusts of shorter 
duration, but it would mean a greater num- 
ber of trusts, in order to secure careful in- 
vestment and constant supervision of the 
corpus. 
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EMPHASIZING THE NECESSITY OF 
REVIEWING WILLS 

Trust company advertising is giving empha- 
sis at this time to the advisability of revising 
wills which have been written several years 
ago or even more recently because of the 
change in values and the impairment of es- 
tate assets as against provisions for benefi- 
ciaries which cannot be observed. An ex- 
ample of the effects of recent deflation in 
values of many kinds and the effect upon 
the problem of the descent and distribution 
of property is contained in the latest issue 
of the Brooklyn Trust Advisor, the organ of 
the Brooklyn Trust Company, which states: 

“A Brooklyn real estate operator died early 
this year, leaving a will drawn in 1928, when 
values of real estate and securities were on 
a level distinctly higher than that of 19382. 
The will provided bequests amounting in 
value to $394,500, but when the executor 
had collected his testator’s assets, they were 
found to be worth only $4,500. This, of 
course, is an extreme case, but it has points 
of similarity with thousands of others. The 
drastic deflation of values, particularly in 
securities and real estate, has served to upset 
the plans of many who three or four years 
ago considered their estates to be ample for 
certain purposes, and had every reason to 
believe them so at that time.” 





HAWAIIAN TRUST COMPANY, LTD. 

The Hawaiian Trust Company, Ltd., of 
Honolulu reports a year of sustained activity 
and progress in most of the branches of its 
trust and agency operations. Inasmuch as 
the company does not transact a banking 
business and the volume of its trust assets 
under administration are not included in its 
published statement as of December 31, 1931, 
the report cannot be taken as a measure of 
the company’s important activities. The 
report shows resources of $4,501,254 with 
capital stock of $1,750,000 and surplus of $1,- 
578,936. 

The facilities of the Hawaiian Trust Com- 
pany are of such thorough and efficient char- 
acter that any bank or trust company in the 
United States which requires fiduciary or 
agency contacts in Hawaii is assured of the 
best possible service by referring matters to 
this company. J. R. Galt is president. 





The Union Trust Company Ltd. of To- 
ronto, Canada, reports a steady increase in 
volume of its trust assets and capital ac- 
count. Trusts, estates and agency accounts 
total $18,119,215 and exclusive of corporate 
trust business. Capital account is $1,801,211. 
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Security and cooperation are 
as much a part of this bank as 
the marble and steel of its walls 


...-and much more important. 


CENTRAL REPUBLIC BANK 


AND TRUST COMPANY 


208 soOUTH LA SALLE STREET, CHICAGO 





307 





TRUST COMPANIES 














IN PENNSYLVANIA 


Provident Trust Company offers 
its experienced and painstaking 
service as ancillary executor, 
administrator or trustee, in the 
handling of estate or trust busi- 
ness anywhere in Pennsylvania. 





Correspondence 1s invited. 
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ACCOUNTING 
BASED ON EXTENSIVE RESEARCH AND IMPROVED 
MECHANICAL INSTALLATION 


FRANK A. ELLIOTT 
Assistant Trust Officer, Liberty Bank of Buffalo 


(Epitror’s Note: Ingenious mechanical installations have practically revolutionized 
the routine operations of trust departments within the past few years, making for greater 


accuracy, simplification of method and control as well as economy. 


Mr. Elliott. outlines 


herewith a new system of trust accounting which has been in successful operation over 


a year and has proven its superiority. 


It is the result of an examination of the methods 


employed in many trust departments, experimentation and new adaptations of mechanical 


installation. 


Readers of Trust CoMpANtIES Magazine are invited to correspond with Mr. 


Elliott and a complete set of flexible forms will be sent upon request. ) 


ODAY it is possible for one of our trust 

officers to have brought to his desk in 

a neat folder, the complete record of 
an account, without the necessity of having 
to ask for any additional records. This rec- 
ord includes principal and income, stocks, 
bonds, mortgages, real estate, sundry items, 
liability payable sheets and other details 
from an entire account. From this folder 
the account can be discussed intelligently 
and fully with a beneficiary, attorney for 
the estate, or other interested parties. 

It has been most gratifying to us to listen 
to the comments of clients, who, though en- 
tirely ignorant of accounting methods, ap- 
preciate the neatness and clarity of the rec- 
ord and the information which it gives. We 
all recall the time when a customer would 
ask us for a statement of his account, and 
we would advise him that it would be mailed 
—possibly the next day. Now we can im- 
mediately hand the customer a _ statement 
that is up-to-date, as this record is compiled 
at the same time and with the same opera- 
tions that our records are made. 


New System Based on Extensive Research 
Due to increasing volume of business we 
discovered in 1929 that our trust department 
accounting system then in use was inade- 
quate. Our records at that time consisted of 
pen posted ledgers. In the early months of 
1930 we communicated with numerous banks 
and trust companies which had large trust 
departments, seeking ideas for a modern ac- 
counting system. We visited Cleveland, 
Rochester, Pittsburgh, Philadelphia and New 
York and made an extensive study of ac- 


counting machine operations. During this 
research period of four or five months we 
saw four different types of machines in oper- 
ation—some limited to the number of totals 
they could carry; some which were “blind,” 
the operator being unable to see what was 
being written, and still another machine 
which carried unlimited totals and prepared 
a record which was clearly visible to the 
operator at all times. There were certain 
machines built for special types of account- 
ing and not adaptable to general use. 

Installation of Electrified Accounting Machine 


After thorough study of accounting ma- 
chines, we purchased a model which is a 


Part of Trust Department Mechanical and File 
Equipment at the Liberty Bank of Buffalo 
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visible writer and which carries an ade- 
quate number of column totals as well as 
cross totals. We have since changed this 
for a model of the same machine which is 
completely electrified. 


This machine which is the very foundation 
of the success of our system, has these dis- 
tinct advantages: 


1. The operator has a full view of the 
entire record in the machine at all times. 


2. We get an unlimited number of totals 
for any forms which may be in the 
machine. 

. The operator knows positively at the 
end of each line that the transaction 
which he has posted is correct. This is 
due to the cross-totalizer feature of the 
machine. 


. Direct substraction, a complicated proc- 
ess on many machines, is handled easily 
and quickly. 

. All forms can be put through, one after 
another, without any adjustment or 
mechanical changes whatever, adding 
greatly to its flexibility. 

Adoption of New Forms, Records and 

Controls 
From the various forms received from 
trust departments of other banks we com- 
bined these ideas with our own and worked 


out a set of forms which is adaptable not 
only to the use of our own department, but 
probably can be used by any trust depart- 
ment, with little or no alteration. When 
the new forms arrived we began what ap- 
peared to be a tremendous task of transcrib- 
ing our old records onto the new. We had 
dreaded this operation and had spent many 
hours deciding just how it was to be done. 


It may not be amiss at this point to say 
a word to officers of trust departments who 
are possibly timid in changing their records. 
By the employment of a few extra clerks, we 
transcribed the entire records and had them 
completely checked and controlled with lit- 
tle inconvenience. Now, as we look back on 
this operation, we realize that we made a 
mountain out of a molehill. 


Balancing of Cash Records and Machine 
Posting 

These new records give us in clear and 
concise form the information which was pre- 
viously scattered in several places. On the 
evening of the day decided upon to make the 
transfer, we set up the new controls and on 
the following morning the new system went 
into operation. The time which has since 
intervened has thoroughly proven its effi- 
ciency. With our old system, we balanced the 
cash books every day only with great diffi- 
culty. Since the new installation there has 


STATEMENT OF PRINCIPAL 


GENERAL LEDGER 


JOURNAL AND LEDGER SHEETS DESIGNED FOR FACILITY IN PREPARING AN ACCOUNTING OF PRINCIPAL 
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Banking and Fiduciary Services 
in Philadelphia 


The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 
ices to banks and bankers. 


Established 1887 


Member 
Philadel phia 
Clearing House 


Member 
Federal Reserve 
System 


Capital, Surplus and Profits over $15,000,000 


Intesrity Trust Company 


Main Office: 16th and Walnut Streets 
PHILADELPHIA, PA. 
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not been a day in which balancing not only 
the cash books, but all records of the depart- 
ment, has been a simple operation. Since 
discrepancies have been eliminated, many em- 
barrassing situations have been avoided. 

Under the old pen-posting system, when 
our records got “cold” they were frequently 
illegible. With mechanical posting the rec- 
ords are always clear. Carbon copies are 
retained in the files which have proven en. 
tirely satisfactory as they do not blur or be- 
come illegible. 

Since these records have been put in opera- 
tion, it has been our pleasure to show them 
to interested trust men. Without any excep- 
tion they have been most enthusiastic in 
their comments, and although in some in- 
stances their ideas did not coincide with ours, 
they felt that we had designed a set of rec- 
ords which were revolutionary in the scope 
of information they furnished and the ease 
with which they were posted. 


Advantages of the Set-up 
Some of the peculiar advantages of the 
Set-up are as follows: We have set up on 
separate ledger sheets principal and income 
and by so doing have made final accounting 
& much simpler operation. It is not neces- 
sary to “wade” through a maze of income 


figures in preparing an accounting of prin- 
cipal. Approximately 85 per cent of our post- 
ing is income and because of this we feel it 
much better to have it recorded on separate 
sheets. 

There is a separate ledger sheet both “long 
and short’? for each bond, stock, mortgage, 
ete. These are made at the same time, the 
“long” one being filed according to the ac- 
count and the “short” one filed alphabetically 
according to security, or in the case of mort- 
gages, according to street and number. Thus, 
for instance, all the “short” stock sheets 
recording ‘American Can” are found to- 
gether. All “short” bond sheets of “Detroit 
Edison” are found together. It is a very 
simple operation indeed to check the bond 
ealls each morning. On the bottom of the 
“long” sheets a space has been arranged to 
record the income on that particular asset. 

Across the top of every ledger sheet is a 
narrow color band. This has been found 
invaluable in locating all the sheets in that 
particular class of asset and keeping them 
together. 

As a control sheet we use the “Corpus” 
sheet, the right hand column of which indi- 
cates at inventory figure, the total of the 
account, with the exception of Income. From 
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SHORT AND LONG LEDGER SHEET COVERING EACH BOND IN TRUST, FILED RESPECTIVELY ACCORDING 
TO SECURITY AND UNDER ACCOUNT 


this sheet the trust officer has a very close 
idea of the size of that particular account. 


Our posting media have been designed so 
that, for instance, when an “Asset Acquired” 
ticket is made out its seven copies cover 
every possible place to which this informa- 
tion should be posted or referred to. Each 
of these copies is of a different color, thus 
eliminating the possibility of being confused 
with other tickets. ‘These tickets are easy to 
understand and are clearly marked. Itisa 
simple matter on the “Teller’s Blotter” to 
list each class where it is called for on the 
sheet. The totals thus derived are used for 
control purposes and when compared with 
the bookkeeper’s journal immediately dis- 
closes any discrepancy. 


New System Available to Trust Men 
This article is written with the hope that 
trust men everywhere to whose attention it 
may come will be helped in their problem 
in designing forms from which at all times 


they may secure any information needed. 
The forms above referred to are flexible and 
it is doubtful if they cannot be used to great 
advantage in every trust department. A com- 
plete set of these sheets will gladly be sent 
to anyone desiring them. 


It is quite possible that we have not taken 
full advantage of the unlimited possibilities 


of our accounting machine. Each of us has 
our peculiar hobbies and for this reason some 
of us want certain information which others 
feel, although interesting, is not entirely 
necessary. Our achievement, however, has 
been the attainment of accurate and complete 
information, compiled in the minimum of 
time at considerably lower cost. 


> fe 


William C. Potter, president of the Guar- 
anty Trust Company of New York is the 
nominee of the banks of New York City, con- 
stituting Group One, to become one of the 
four banker members to be appointed by 
xovernor Roosevelt on the newly created 
banking board authorized at the last session 
of the legislature and which is to cooperate 
with the banking superintendent in advisory 
capacity. 


PUT MONEY TO WORK 

“Every one who is holding money is doing 
the wrong thing. It injures the holder and 
everybody else. The right thing to do is to 
put it in a good bank or buy Treasury cer- 
tificates. If that is done by the large number 
of people now holding their money out of 
circulation, it will assist the Government, 
improve credit, encourage business and pro- 
vide work.” —Calvin Coolidge. 
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FEDERAL RESERVE BANK 


Cleveland 


BANK OF MANHATTAN TRUST 
COMPANY New York 


Your bank, too, can enjoy the 
same skill and experience in 
vault manufacture and construe- 
tion that have made the name of 
YORK preeminent throughout 
the world. We will gladly confer 
with you regarding the size and 


type of vault your bank requires. 


FIRST UNION TRUST & SAVINGS CHASE NATIONAL BANK 
BANK Chicago New York 


@ YORK, PENNSYLVANIA @ 
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MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
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SEATTLE CHICAGO MONTREAL SHANGHAI 
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ITS SPEED AND SIMPLICITY KEEP 


One of the important operations performed 
by this machine is the printing of totals and 
balances by one depression of the balance 
key ..~ no copying, figure by figure, from 
adding dials . .. hence faster work and 
greater accuracy. 


. . ~ 
OTHER NOTABLE ADVANTAGES 


Flat surface for quick insertion and accurate 
alignment of forms. Cylinder platen for speed 
in posting. 

A correction key permits correcting amounts 
before printing and calculating. 













Subtract items indicated by minus symbol (—). 
O. D. balances designated by symbol, in red. 


Carriage automatically tabulates and aligns 

dollars under dollars, and cents under cents 

—no decimal tabulator keys to select and 
depress. 


Keyboards—ty pewriter and adding machine— 
condensed in small area for efficient operation. 


Complete date—month, day and year—printed 


automatically. 
Closed accounts automatically designated by 
the symbol ““O’’—prevents using previous 
balance. 


Accumulates necessary totals for proving. 
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BURROUGHS 
TRUST 
MACHINE 


+ 


POSTING UP-TO- 
THE-MINUTE! 


Trust officers everywhere are enthusiastic 
about the speed that Burroughs Trust 
Machine brings to any system of posting 
trust department records. They appreciate 
the advantage of having neat, accurate, 
up-to-date information on any trust... or 
on the entire trust department . . . the 
moment it is needed. 





The secret of this machine’s exceptional 
speed is in its simplicity and ease of oper- 
ation .. . made possible because so many 
of its operations are performed auto- 
matically. This also makes for greater pro- 
duction, as well as definite economies in 
time, labor and expense. 


For full particulars about Burroughs Trust 
Machine, telephone the local Burroughs 
office, or write the Burroughs Adding 
Machine Company, Detroit, Michigan. 


Burroughs 
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SOME IMPORTANT LESSONS GAINED FROM RECENT 
EXPERIENCE IN HANDLING TRUST INVESTMENTS 


ADDITIONAL BURDENS AND PROBLEMS IMPOSED UPON FIDUCIARIES 


CARL W. FENNINGER 
Vice-president, Provident Trust Company of Philadelphia 


(Epiror’s Note: Trust management is today confronted with unusual and delicate 
problems owing to the changes and reversals which have taken place in the general securi- 
ties field during the past few years. Mr. Fenninger in his very instructive paper at the 
recent Mid-Winter Trust Conference extracts some interesting lessons from actual experi- 
ence. He advocates a more scientific method of making and managing mortgage loans, 
based upon study of amortization. He emphasizes the need of broad discretionary powers 
in trust instruments; utmost care in reviewing trust portfolios; resistance to investing 
in other than best grade of securities; study of the commingled funds to secure desirable 
diversification and discouraging high pressure salesmanship of unseasoned and poorly 
secured investments to the public.) 


ONE of us needs to be reminded that Yesult was that trust investments moved natu- 
the management of investments has Tally to a higher yield basis. Mortgage loans, 
grown in difficulty for the fiduciary While still sound and yielding fair returns, 

in the last two years. This increased diffi- became less attractive, and bonds more so. 
culty has come not only from changed busi- Bond accounts therefore increased and mort- 
ness conditions but from a change in the at- gage loans declined in volume. The public, 
titude of people toward investments. For 0n account of increased living costs, demand- 
many years the position of the trust execu- ed greater returns on their money, To this 
tive toward the investment of trust funds was. the trust beneficiary was no exception, and 
one of extreme conservatism. Government 
and municipal bonds, the mortgage loan and 
the railroad mortgage bond formed the back- 
bone of the investment list. Later the public 
utilities—electric light and power companies, 
telephone and water companies—came into 
the field, very slowly at first and, more re- 
cently, at a greatly accelerated pace. 
While the income was always a feature 
of importance it was very definitely regarded 
as of secondary interest, the preservation of 
principal being paramount in the minds of 
all parties interested—cestui que trustents 
as well as trustee. A fair return was pos- 
sible by reason of the fact that mortgages 
stood in good repute, and the rate being high- 
er than on bonds, the average rate earned by 
a fund was increased by a proportional in- 
vestment in bonds and mortgages. Stocks 
generally were not considered proper for 
trusts and the tendency of the fiduciary was 
always to eliminate them unless the instru- 
ment under which the trust was held specifi- 
cally provided for their retention. 


Les 
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Reverse Processes in Investments 
This situation changed with the war pe- 
riod, during which bond and stock yields 
rose to points unknown for many years. The CarRL W. FENNINGER 
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The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
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pressure was brought to bear on fiduciaries 
for larger income yields. During the natural 
high interest period, this did not cause any 
lowering of the standard. Instead of Chi- 
cago, Burlington & Quincy Joint 4s, we had 
Chicago, Burlington & Quincy Joint 61%, 
with the same security. When however this 
interest situation again shifted and these 
high rate issues matured or were refunded, 
we were faced as fiduciaries with a reverse 
process, and began to invest, in order to main- 
tain income in lower rate securities and 
at higher prices. 

At this point, the pressure from recipients 
of income became much more insistent, be- 
cause the cost of living did not decline at 
the same rate as security yields. To this 
pressure I presume we all yielded at times, 
especially when co-trustees urged us, with 
the result that there was a decline in the 
average security. It is my belief, however, 
although I have no statistical basis for this 
statement which is only the result of observa- 
tion, that this change has been reflected only 
in a somewhat greater decline in market 
value of securities held and not in loss of 
income. After all the lowered income or de- 
fault which has occurred has been in junior 
securities and in mortgage loans. 

As an illustration we might consider in- 
vestments made in Erie Railroad Refunding 
and Improvements 5s, a bond not considered 
some years ago to be in the class of trust in- 
vestments. With the change for the better 
in the Erie Railroad situation, however, more 
attention .was given to this bond. It became 
much more of a favorite and our leading sta- 
tistical organizations recommended it. It 
was used where broad discretion was given 
fiduciaries and where income return was 
thought to be more important than usual. 
It has proved satisfactory except in one 
thing. and that is its market value, which 
has declined materially. Where there has 
been no distribution of principal to be made, 


this has been of secondary importance, but 


it does tell us that a departure from the 
strict rule of purchasing only bonds of the 
highest type results in trouble of one sort 
or another. 

It has seemed worth while to spend a short 
time in making this review, because while 
these changes were taking place with regard 
to the investments made by the corporate 
trustee, other changes of unusual importance 
occurred in the general securities field. 


New and Difficult Problems 

I believe it also worth while to consider 
these other changes because as a result of 
them, new and very difficult problems have 
developed in handling investments in trust 
accounts. The rapid and uncontrolled ex- 
pansion in industry, the integration of our 
utilities and to a lesser extent of our rail- 
roads, and particularly the inflation of real 
estate values seemed to require new financing 
and new types of securities. The speculative 
mania that developed as we all know drew 
its victims from all walks of life. The devel- 
opment of the investment trust also took a 
great step during this time and became the 
medium through which great quantities of 
securities were bought and controlled. You 
will recall that it was during this time also 
that we first began to hear expounded in a 
public way (although it had often been dis- 
cussed by economists) the idea that it was 
only the common stocks that fully reflected 
changing conditions and gave the investor 
the assurance that he could protect himself 
against the trouble resulting from variation 
in the value of the monetary unit. 

The public forgot all those lessons learned 
from previous periods of inflation and de- 
flation, and went ahead almost blindly in the 
purchase of unsecured obligations of holding 
companies, often dangerously pyramided, real 
estate bonds based upon unsound values and 
issued in amounts unwarranted by values, 
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stocks of investment trusts started when se- 
curity prices were inflated beyond reason, and 
of course, the various stocks themselves. To- 
day a great deal of the trouble started by 
the conditions just mentioned has come to 
the trust companies, either because the in- 
vestor has died and left the executor and 
trustee to struggle with the situation, or be- 
cause the investor realized the foolishness 
of his action and believed that by turning 
his affairs over to a trust company, he could 
get his investments rearranged and adjusted 
upon a conservative basis. 


Additional Burdens Imposed Upon Trustees 


It is unusual to have an estate come in 
today in which there are not found highly 
speculative debentures, preferred and com- 
mon stocks, and doubtful mortgage bonds. 
In most instances they were bought at prices 
much in excess of those now prevailing and 
we are faced with the problem of managing 
the investments under most extraordinary 
conditions. 

This problem may for the sake of clarity 
be divided into two parts: First that of the 
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physical care of the investments, and second 
that of managerial care. 


As to the first of these, much has been 
said and written. We have all considered 
the proper methods of recording investments, 
of accounting for income and principal and 
all the other purely mechanical processes in 
the care of the securities of the estate. We 
should again call attention to the very prac: 
tical and helpful report of the Committee of 
this group on the Review and Survey of 
Trust Securities, published in February 1930. 
It sets forth in a most comprehensive way 
plans for the care and management of securi- 
ties. Due to the situation outlined in the 
first portion of this discussion however, much 
more time had to be devoted to the review of 
securities than was formerly the case, and 
we should consider briefly the effect of this. 

In the first place it has been necessary to 
increase the force needed to handle this ex- 
tra work. This has been especially true in 
the care of mortgage loans where the work 
has been particularly trying. The expense 
incident to this is a matter for study because 
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methods should be adopted to reduce it to a 
minimum. In the case of mortgage loans, 
this will take time because real estate and 
employment conditions change slowly and 
it seems probable that we shall have to de- 
vote extraordinary effort to this part of our 
investment work for several years. In the 
large companies this means specialized han- 
dling of the various phases of the business. 
The division of the Mortgage Loan Depart- 
ment into sections to care for physical ex- 
aminations, delinquencies in interest, tax 
searches, foreclosure proceedings, repairs to 
property after foreclosure, rentals and spe- 
cial investigations, is a necessity. Until 
there is a revival in general business so that 
increase in employment makes it possible for 
the average man to care for his interest, 
taxes and installments on principal, we shall 
be faced with this additional expense. Fol- 
lowing this we shall have the job of convert- 
ing real estate acquired in foreclosure. This 
will probably be a prolonged process. 


Revising Mortgage Loan Methods 
In the second place, it seems to me we shall 
have to rearrange our mortgage loan methods. 
When this slump in employment and deflation 
in real estate came, many property owners 


were caught because the carrying charges 
were too heavy for them or because of the 
failure of the organization doing the second- 
ary financing. Where the later situation oc- 
curred, the owner of the property found he 
had not amortized his debt and therefore had 
his original indebtedness to meet with a de- 
preciated property as security. This con- 
dition must be corrected, and in its correc- 
tion the trust companies are vitally con- 
cerned because mortgage loans will undoubt- 
edly continue to be important in the invest- 
ment of trust funds. It has seemed as though 
many people felt that a mortgage placed on 
a property could stay there forever and if 
it was called for payment there was always 
some place to get the money. This of course 
is wrong, and we must educate the public 
to a feeling that a mortgage loan is a thing 
to be paid. In its payment there should be 
some plan through which the mortgagor can 
reduce it periodically. 

On the other hand, the trust company will 
have to solve the problem of carrying in 
trust accounts mortgage loans from which 
comparatively small amounts will be re- 
ceived from time to time, making accounting 
and investment more troublesome. Some 
more scientific plan than we now have must 
be found, and the adaptation to trust invest- 
ment of the amortization plan for mortgage 
loans used by some of our large life insur- 
ance companies should receive careful study. 
We do not want to lose the mortgage loan 
as a trust investment, but we do want to 
assure ourselves that the present situation 
will not be repeated and that the amount of 
the loan will be reduced upon a scientific 
basis, thus keeping pace with declining prop- 
erty values where they occur, or deprecia- 
tions. 

With regard to the sale of real estate, it 
will be necessary to develop sales policies, 
and in this will be involved the mortgage 
loan question, because we shall have to stimu- 
late sales by making purchases easy for home 
buyers. In my judgment, no item of our in- 
vestment work calls for more study and 
planning for the future than the mortgage 
loan and real estate. We need to take a long 
look ahead in this matter. 


Trend of Court Adjudications 

The review of securities of other types has 
also had to be developed more intensively, 
for the reasons mentioned. We are receiving, 
as I said before, a greater variety of securi- 
ties in accounts than ever before. Many of 
them admittedly have no business in a trust 
account, but there they are. They represent 
heavy losses to the investors. Many of them 
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are unmarketable. Parties interested want 
them held in the belief, whether right or 
wrong, that they will go up in value; and so 
the fiduciary is beset on all sides with the 
question of what to do. He may study and 
know all about investment trends, the laws 
governing investments by fiduciaries and the 
provisions of our wills and trust agreements, 
but in these unusual times, “rule of thumb” 
methods cannot be applied without injustice 
to the fund. It is not a theoretical matter. 
Times are of an extraordinary character, and 
more than ordinary diligence and judgment 
are called for. These elements are at a pre- 
mium, and a big one. 

During the next few years, much of our 
wo1k will come before distributees and the 
courts for examination, and I anticipate that 
many questions will be raised about mortgage 
foreclosures and depreciation or loss in se- 
curities. Most of these questions, insofar 
as securities are concerned, will refer not 
to investments actually made by us, but to 
securities turned over to us, where we have 
had to decide what to do with them after 
someone else has started the trouble by the 
purchase of unsound investments. I am con- 
fident however that the courts are going to 
take a reasonable and helpful attitude in 
matters of this kind. 

The trend of court adjudications appears 
to be to judge the result of the trustee’s 
work upon the diligence and care exercised 
in the management of the securities rather 
than upon the question of whether or not 
securities held have appreciated or depre- 
ciated. In order to insure ourselves of a 
right position before the courts, we must 
be able to demonstrate beyond doubt that 
our care has been good. Periodical reviews 
of securities are essential, and these should 
not be merely perfunctory. They should be 
the basis for decisions, and these decisions 
should be carried out. Not only should we 
review the securities from the standpoint of 


the account, considering all the factors in- 
cident to its character, but we should also 
consider the securities as such. In other 
words, we should review each account upon 
its merits, and on the other hand consider 
the fitness of a security for trust investment, 
no matter in what kind of an account it is 
held. By this method we cover the ground 
from all angles. 


Careful Review of Trust Accounts 

In doing this, careful records should be 
kept of these reviews, so that they may be 
available when questions arise as to policies 
decided upon or as to action taken. A plan 
followed in our office is to note on yellow 
confidential sheets the record of each review 
and what is done, and on blue confidential 
sheets records in regard to particular invest- 
ments. The yellow sheets are filed under the 
name of the trust, and present a running 
record of the account. The blue ones are 
filed under the name of the security and 
present a record of our reasons for any ac- 
tion taken with regard to that security. With 
these two records on file, we should be able 
always to present full and complete reasons 
for the policy followed in any given trust. 

(Note: At this point Mr. Fenninger re- 
viewed and discussed a number of typical 
trust accounts.) 

I am sure you will agree in the opinion 
that reviewing accounts of this character re- 
quires a lot of time and care. Decisions are 
not easy to make because of the many fac- 
tors involved. Opinions will differ as to 
whether any given security is a second grade 
security ; and if so, what to do with it. Opin- 
ions will also differ, perhaps radically, as 
to the relative merits of preferred and com- 
mon stocks and whether or not we are justi- 
fied, in cases where broad discretion is given, 
in taking good stocks in place of poor bonds 
in order to stabilize income and provide a 
means of increasing the fund through growth 
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in value of stocks. 
ever, 


One thing is sure how- 
and that is the need for constant care. 


Lessons Drawn from Recent Experience 


We should perhaps draw from these ex- 
periences some lessons, among which might 
be included : 

First—We should strive for a more scien- 
tific and practical method of making and 
managing mortgage loans. This should be 
based on a study of amortization methods 
and also upon a careful consideration of the 
laws relating to mortgage loans. 

Second—wWe should be sure that all instru- 
ments give the broadest powers as to the re- 
tention and management of investments left 
by a decedent or by a donor of a trust. 

Third—We should face firmly the impor- 
tunities of parties interested, whether co- 
trustees or cestui que trustents, to invest in 
other than the best grade of securities, and 
refuse to do so. 

Fourth—We should study the question of 
the commingled fund as a means of obtaining 
diversification with safety in the small ac- 
count. In a large account diversification can 
be obtained by the careful selection of securi- 
ties, but in the small account it is very often 


important that the risk of default should be 
reduced to the zero point, and in these cases 
the commingled fund has great usefulness. 
This is especially true now that people are 
averse to taking participations in mortgage 
loans. 

Fifth—We should use all the power at our 
command to discourage the so-called “high 
pressure” salesmanship that leads our men 
and women with high rate unseasoned and 
poorly secured investments. 

Sixth—We should above all other things 
keep before us the ideal of a trust based 
upon sound legal theory, giving a normal but 
sure return to our clients and giving the 
smallest amount of trouble in management. 
Perhaps this is an impossible ideal to attain 
at this time, except in a few cases, but surely 
we can attain it in each of our cases if we be 
firm in parting with unsound investments and 
filling their places with good ones. 


~ s 
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“Nothing but harmony, honest industry and 
frugality are necessary to make us a great 
people.” 

—George Washington. 
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RESTORING THE INTERNATIONAL FLOW OF PRODUCTIVE 
CREDIT 


ECONOMIC ILLS NOT DUE TO BREAKDOWN OF CAPITALISTIC SYSTEM 
HON. NORMAN H. DAVIS 


American Delegate to Disarmament Conference 


HERE are many who attribute the 

ills that have befallen the world to a 

breakdown of the so-called capitalistic 
system. This is a most erroneous assump- 
tion. The fact is we are not suffering from 
a failure of capitalism but we are suffering 
from a failure of governments to let the 
capitalistic system function in a natural and 
healthy way. There is not a single basic dif- 
ficulty confronting the world as a whole 
today that is not traceable to government 
and which could not be removed if each and 
every government would only do its part in 
removing it. 

Economists and students of the problems 
are generally agreed that the basic causes of 
the economic depression and the financial 
crisis were the World War, reparations, ex- 
cessive tariffs, and an economic unbalance 
which caused a maldistribution of gold. For 
these governments are certainly responsible. 
The war naturally imposed a severe strain 
upon world economy from which it has not 
as yet recovered and as long as two-thirds of 
the total governmental income of the lead- 
ing nations is devoted to paying for past and 
preparing for future wars, recovery will be 
necessarily more difficult. It is therefore, of 
primary importance that nations find a 
cheaper and a better way for settling their 
disputes and that they reduce the burden of 
armaments, 


Foreign Loans and Investments 

It was proper to exact of Germany pay- 
ment for reparations to the extent of her 
ability but it was not wise to demand such 
huge payments and then to erect barriers 
which made it impossible for her to pay in 
goods or services, leaving her the alternative 
of defaulting or of securing through loans 
abroad the exchange with which to make the 
transfers. She chose the alternative of bor- 
rowing and the funds thus secured gave a 
stimulus to her economic life aud enabled her 
for several years to meet the instalments on 
reparations, until the source of supply of 


credit ceased as a result of the depression 
and a loss of confidence which increased the 
violence of the crisis. 

For several years preceding the depression 
the United States, (as well as a few other 
creditor nations), made large loans and in- 
vestments abroad in Germany and other 
countries which increased the purchasing 
power of the debtor nations and incidentally 
our exports. The debtor nations, particu- 
larly Germany, thus became dependent upon 
securing foreign credits for meeting their 
international obligations, and in the case of 
the United States, the maintenance of the 
volume of its exports became more depend- 
ent upon the continuance of the export of 
capital, the export of which had been stimu- 
lated by the abnormal influx of gold. 

However, during the speculative boom that 
ended in the Fall of 1929, American investors 
lost their appetite for foreign loans and in- 
vestments and finally when the supply of 
money to debtor nations stopped they began 
to reduce their purchases ana to find it im- 
possible to meet their foreign obligations, 
with the result that exports fell, surpluses 
piled up, prices went down and unemploy- 
ment increased. Instead of facilitating the 
settlement of international balances by the 
shipment of goods, the world had gotten in 
the habit of depending too much upon credit 
for balancing accounts, and of making credits 
take the place of goods. On account of the 
excessive use of credit we are today suffering 
from an excessive restriction of credit, be- 
cause our investors who at one time had 
faith in almost every kind of foreign secur- 
ity, are today inclined to be afraid of all 
foreign securities. It is well to learn from 
past experience but a mistake to get too 
much out of it. 


Economic Interdependence 
The world has become so interdependent 
economically that it can not function with- 


out credit. It is essential that the supply 
of credit be maintained but it should be ex- 
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tended wisely for productive purposes. It is, 
therefore, of the utmost importance for the 
leading nations to take such steps as may 
be necessary to restore confidence, without 
which the credit which the debtor nations 
need will not be available. 

While it is not possible for one nation 
alone to work out of the depression each na- 
tion can do much to help itself by defending 
its own credit and thus contribute to a gen- 
eral amelioration. It would now seem that 
through suffering the world is coming to its 
senses because there are hopeful indications 
that the leading nations are .ww disposed to 
cooperate in the adoption of measures to re- 
store confidence and political stability. If 
they will only do that and also reduce the 
burden and threat of armaments as well as 
the harmful restrictions on trade and com- 
merce we may enter upon a period of peace 
and prosperity such as the world has not be- 
fore enjoyed. 

2, 
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The conversion of investment trust cer- 
tificates of interest into the underlying secu- 
rities making up the trust, pursuant to the 
trust provisions, does not give rise to gain 
or loss for income tax purposes, under a rul- 
ing by the Bureau of Internal Revenue. 


NATIONS MUST CULTIVATE AN 
* INTERNATIONAL MIND 

The prime prerequisite to the restoration 
of business, finance and trade is the devel- 
opment of an international mind among the 
nations which will upset barriers created by 
isolation and self-containment. This was 
the viewpoint stressed by W. E. Rundle, 
president of the National Trust Company, 
Ltd. of Toronto, Canada, in the course of 
remarks at the recent annual meeting of 
that company. Mr. Rundle said in part: 

“The interdependent character of the mod- 
ern world is being felt today more than ever 
before. The doctrine of self-containment and 
self-sufficiency alone is no longer possible. 
It must give way to a larger view—it must 
recognize that the world today depends upon 
the strength of all its parts. In Canada we 
have but to reflect upon our own situation 
to realize the truth of this. Notwithstand- 
ing our rich natural resources we must await 
the return of better buying power abroad to 
bring prosperity to our farms and our fac- 
tories. We are vitally interested in the out- 
side world and its recovery. Self-interest 
alone, if nothing more, demands it. 

“During the Great War we visualized a 
finer world, at times a millennium, to ensue. 
Soldiers fought valiantly for it while men 
and women behind the lines and at home 
also gave themselves unsparingly. And yet 
fourteen years after how much jealousy. 
bitterness, ill-will, fear and lack of confidence 
is abroad in the world. These are poisoning 
our national, social, economic, business and 
financial life. We must find a cure. We 
can. But we must think and act together. 
The world must develop its international! 
mind. I have a belief, a more than hope. 
that progress will be made during 1952. It 
may not be as much as we would like. If, 
however, a real start is made our faith and 
courage will be strengthened, and with new 
zeal we will face the years.” 


ON TO HAWAII 

An exceptional opportunity is offered for 
business men of continental United States to 
combine recreation with direct study of Pa- 
cific trade possibilities with Hawaii, the Ori- 
ent and Australasia, in connection with the 
forthcoming annual convention of the Na- 
tional Foreign Trade Council which will be 
held in Honolulu, Hawaii, May 4-6 inclusive. 
The Council is under the chairmanship of 
James A. Farrell, president of the U. S. 
Steel Corporation. Members of the Pacific 
Foreign Trade Council will embrace the op- 
portunity to hold their ninth annual conven- 
tion jointly in Honolulu. 





PROGRESS IN IMPROVEMENT OF LAWS GOVERNING 
TRUST ADMINISTRATION AND RESPONSIBILITY 


BEST RESULTS FROM ATTRITION RATHER THAN BLANKET ENACTMENTS 
GEORGE G. BOGERT 


Chairman, Committee on Uniform Trust Administration Act, National Conference of Commissioners on 
Uniform State Laws and Professor, University of Chicago Law School 


(Epiror’s Nore: 


In tracing the modern trend toward an increasing degree of uni- 


formity in statutory laws governing business and especially the law of trusts, Professor 
Bogert makes it clear that attempts at the enactment of all-inclusive trust code are not 


only impracticable but also undesirable. 


He describes the various cooperative movements 


that are under way toward constructive improvement in trust laws, the restatement of 
the law of trusts and particular phases that lend themselves more readily to uniformity. 
In agreement with the Trust Division Committee his committee has selected three pos- 
sible statutes, namely, a revision of the intestate law, a code of implied powers of trus- 
tees and a statute relating to accountings by fiduciaries.) 


ODIFICATION of a large part of the 
business law of the country, and in 
particular of trust law, has become a 
widely accepted doctrine. For some years I 
have endeavored to keep a file of all existing 
statute law affecting the creation and ad- 
ministration of trusts. I can assure you 
that the resulting cards fill two large boxes, 
each 28 inches long, and that the annual ad- 
ditions run from one to two hundred cards. 
These tendencies to codify part of the law 
of trusts may spring from any one of several 
types of causes. In the first place, occasion- 
ally a part of the law in a given state may 
he obsolete, antiquated, or out of touch with 
modern business or social needs. A statute is 
needed to keep that part of the local trust 
law in harmony with the spirit of the time. 
An example of such change may possibly be 
found in the 1931 Maryland statute validating 
charitable trusts, when for a long period 
the state had been out of line with general 
American authorities on that subject, and 
had sought to compel gifts to charitable cor- 
porations outright instead of the setting up 
of charitable trusts. 


Another phase of this same type of re- 


formatory statute is to be found in those 
legislative acts, which are common in recent 
years, which provide for the effect of a con- 
solidation or merger on a trusteeship held 
by one or the other of the consolidating or 
merging institutions. The older law was not 
specifically adapted to meet this problem. 
The recently developed practice of uniting 
inks or trust companies has given rise to a 
ed for new statute law on trusteeships. 


When Uniformity in Trust Law Is Desirable 

Not infrequently the need for a_ statute 
arises from the conflict of existing case rules, 
or from the doubtful meaning of decisions. 
To illustrate, there has been much debate as 
to when an instrument which purports to set 
up a trust inter vivos is in fact an attempted 
will, because of the great powers which it 
reserves to the settlor, Witness, the Haw- 
kins case in Ohio, as giving rise to great 
doubts on this topic. To help settle such 
difficulties in Wisconsin the 1931 legislature 
there adopted an act which provided that 
neither the reservation of the power of revo- 
sation, or of a privilege of taking part or all 
of the capital of the trust, should make such 
a trust an attempted will. Again, there is 
much conflict between the states as to the 
extent to which spendthrift trusts are valid 
and as to the exact incidents of such trusts. 
Conceivably a statute might be useful in this 
field to abolish conflict and remove uncer- 
tainty. 

Thirdly, it is probable that in some cases 
statutory trust law may be demanded for the 
purpose of making the law on a particular 
topic alike in all the states. While with re- 
gard to many questions there may be no 
need for uniformity, with relation to other 
subjects where trustees have interstate re- 
lations or where the trust otherwise involves 
elements from two or more states, uniform- 
ity of state law may be important. For ex- 
ample, as I understand it, there is a variety 
in the state laws regarding the privilege of 
a foreign trustee to accept and administer a 
trust. Possibly here an act which brought 
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about uniformity of treatment of foreign trus- 
tees would facilitate the transaction of trust 
business. Again, the old New York trust 
code limited the purposes of real property 
trusts to four, and this was copied in some 
states. This created a divergence of much 
importance which has gradually been reduced 
by amendment of the laws in other states un- 
til New York stands almost alone in that 
respect. 

Statutes are sometimes needed to combat 
the mass of case material which confronts 
the user of the trust. At times the number 
of decisions, with their slight qualifications 
and exceptions, becomes so great in a juris- 
diction, that there is an urge to abandon the 
case law and make a new start with a simple 
statute. Perhaps something of this feeling 
has been back of the agitation for legislation 
on the stock dividend questions, which has 
resulted in a statute in New York and in 
the Uniform Principal and Income Act. 


Sane and Orderly Development of Trust Law 
The problem for trust men is not, shall we 
have partial codification of the law of trusts, 
but how shall we get it? Shall such legisla- 
tion be prepared scientifically, by experts, 
after full consideration of all interests, or 
shall it arise in haphazard fashion at the 
instance of any legislature or business inter- 
est which takes the initiative? Shall future 
trust statute law develop in a regular, orderly 
manner, or shall it come into being by acci- 
dent? Conceivably your organization and 
mine might take any one of a number of dif- 
ferent attitudes about this movement toward 
codifying part of the law of trusts. 

First, we might agree to do nothing about 
it, to adopt a laissez faire policy. This 
would be easy, but very foolish. We are both 
interested in seeing trust law develop sanely. 
We cannot afford to ignore the possible un- 
desirable legislation which might develop if 
we took no part in framing statutory changes, 
nor can we justify a neglect of our chance 
to improve the law by legislative action. 

Secondly, we might leave future legisla- 
tion to local associations of bankers, trust 
men, and lawyers, each group working its 
own state separately. This would result in 
lack of uniformity of action and it would be 
refusing to pool knowledge and experience. 
It seems better, so far as possible, to get the 
benefit of all the skill and judgment possible 
in drafting new trust statutes, by having the 
work done under national auspices. If pos- 
sible, uniform laws will be desirable. If any 
state feels that its own peculiar situation 
requires distinct legislation, that result can 
be reached after full consideration. 








Thirdly, we might oppose codification and 
urge the use of the common law alone; but 
this would seem futile in view of the force 
of the movement for some codification and 
the admitted need of some changes in trust 
law by way of reform, clarification, or unifi-- 
cation. 


Objections to All-Inclusive Trust Code 

Fourthly, we could advise delay in all stat- 
utory drafting with regard to trusts until the 
pending restatement of the common law of 
trusts by the American Law Institute is com- 
pleted, on the theory that such restatement 
will show up all the portions of the law of 
trusts which need modernizing or changing 
for the purpose of the removal of doubt or 
for the purpose of uniformity. It is true that 
much information concerning the need for 
trust statute law can be obtained from a 
close following of the restatement work, but 
it would not seem necessary to postpone the 
beginning of the study of proposed statute 
law until the restatement of the common law 
is complete. The restatement has now pro- 
ceeded to a point where it is probably more 
than half finished. It is my opinion that the 
study of desirable statutory changes can go 
on hand in hand with the work of restate- 
ment of the common law and that appropriate 
liaison between the two tasks can be main- 
tained and will be very useful. 

Fifthly, we could set for ourselves the 
task of making a complete code of all trust 
law. The objections to this method seem to 
me to be very great. In the first place, a 
large part of trust law does not need to be 
codified. It is simple, certain, up to date, 
and substantially uniform throughout the 
country. For example, it is an elementary 
principle of trust law that the trustee owes 
to the beneficiary a duty of undivided loyalty. 
This is the law everywhere and everyone 
admits that it should continue to be the law. 
It is a simple doctrine which could not be 
improved by being placed in statutory form. 
In this and like cases the law of trusts could 
not be advanced by means of codification 
and might be affected injuriously. 

Furthermore, it would be impracticable to 
get agreement by any considerable group of 
lawyers and trust men on the terms of such 
an all-inclusive code. Years of work would 
be required and then the result would not 
represent anything like unanimity of opinion. 

It is also true that even if your association 
and mine and all other interested groups 
could agree on an ideal, all-inclusive trust 
code it would be exceedingly difficult to get 
such a large bill adopted by any legislature. 
Such a statute would have hundreds of sec- 
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tions. Experience has shown that legisla- 
tors are hostile to long reform or revising 
laws, Will not give them careful examination 
and tend to ignore or neglect them. It is 
much easier to secure the adoption of a small 
statute of fifteen or twenty sections. 


Codification by Selected Topics 

Sixthly, we might agree on the drafting of 
a set of small statutes on selected topics 
where legislation is desirable because of a 
needed change in the law to correct injustice, 
or because of a desire to clear up conflict and 
uncertainty, or on account of an anxiety to 
make the law of all the states alike. This 
plan of action would not contemplate the im- 
mediate drafting of a complete code of trust 
law. It would admit that much of the com- 
mon law of trusts is satisfactory and needs 
no statement in statutory form. It would 
apply itself only to particular topics which 
for one reason or another would be improved 
by codification. 


These small acts could be made harmonious 
as to phraseology, terminology and matters 
of principle so that the adoption of all of 
them in a single state would result in no 
conflict or difficulty. To my mind this last 
method of procedure seems the most practi- 
cal and I am recommending it to you and to 
the Conference on Uniform Laws to which 
{ am responsible. 


I understand that this last named method 
is in substance the scheme which has been 
approved by your Division and which has 
resulted in the appointment of your Commit- 
tee on Fiduciary Legislation, of which Judge 
Fox is chairman. This committee has se- 
lected three topics as the bases for three 
possible statutes; namely, a revision of the 
intestate law, a code on the implied powers 
of trustees, and a statute with reference to 
accounting by fiduciaries. 

By a curious coincidence in the same year 
in which your Committee on Fiduciary Leg- 
islation was appointed, namely, in 1930, the 
Conference on Uniform Laws, on my motion, 
approved the selection of a committee to 
work on uniform trust laws and to cooperate 
with your organization in that field. I was 
appointed chairman of that conference com- 
mittee, During the fall of the year 1930 and 
the winter of 1931, our committee and your 
committee corresponded with regard to the 
matter and devoted their attention largely 
to the question whether an effort should be 
made to draft an all-inclusive code or to take 
up some less comprehensive subject. The 
two committees agreed, following the lead 
of your organization, on the plan of drafting 


COMPANIES 


National Trust 


Company 
Limited 


Capital and Reserve 
$6,000,000 


Assets under Administration 


$265,000,000 


Trust Company Service for 
Corporations and Individuals 


az on Deposits 


Correspondence Invited 


Montreal Hamilton 


Edmonton 


Toronto Winnipeg 


Saskatoon London, England 


a series of small acts in fields where it was 
believed legislation was needed. 


Law School Seminar on Trust Topics 

For the purpose of collecting information 
which might be useful to your committee and 
to ours, we established at the University of 
Chicago during the current college year, a 
seminar in our Law School for the purpose 
of studying the three topics on which the 
committees are working, namely, the intes- 
tate succession topic, implied powers of trus- 
tees, and the accounting question. In this 
work I have had the cooperation of two oth- 
er teachers and of five students, including 
one practicing lawyer of ten years experience 
who is a graduate of the Harvard Law 
School. 

We have completed our study of intestate 
succession and hope to present to Mr. Stock- 
ton at this meeting several drafts of pro- 
posed statutes in that field which might tend 
to improve the law with regard to the descent 
and distribution of real and personal prop- 
erty. We are in the midst of our study of 
the implied powers question. We hope to 
give the results of that to Mr. Stevenson 
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about the first of April. The discussion of 
the accounting material will come in April 
and May, after which we expect to be able 
to give to Mr. Little the results of that in- 
vestigation. 

It is our hope that after the conclusion of 
the collection of this material and the study 
of it the committees of your Trust Division 
and of our Conference on Uniform Laws may 
consult together as to the best procedure 
from that point on, may be able to agree on 
the form of model statutes in these three 
fields and may thereafter present them to 
your Trust Division and to our conference for 
criticism and revision. Ultimately I hope 
we can bring both committees in both or- 
ganizations to an agreement on the form of 
three simple model statutes which shall be 
just to all persons interested. 

I do not need to urge you to cooperate with 
the Conference on Uniform Laws on this 
work. You have already indicated your 
hearty willingness to join with us in this 
work. 3ut perhaps without exceeding the 
bounds of modesty I may refer very briefly 
to what seem to me to be the especial quali- 
fications of our organization to assist and 
supplement your Trust Division. 


Work of Uniform Laws Commissioners 


The National Conference of Commissioners 
on Uniform Laws has existed since 1892 and 
has drafted approximately 50 uniform state 
laws, many of which have received wide adop- 
tion. Its members consist of from three to 
five men appointed from each state by the 
Governor. The personnel of our membership 
includes many judges and ex-judges, a large 
number of lawyers of wide general experi- 
ence in their practice and a few teachers in 
some of the leading law schools. We be- 
lieve that we are qualified to represent the 
interests of settlors, beneficiaries, and the 
general public in the drafting of trust legis- 
lation. 

You gentlemen represent with full ade- 
quacy the point of view of the trustee. No 
group of men in the country has a wider 
knowledge of the practical problems arising 
in the setting up of trusts and in their ad- 
ministration. The judgment and experience 
represented in your committee will guarantee 
that any statute which comes out of this 
cooperative movement will be practical and 
will be fair to trust companies and other 
trustees. You and your committee will also, 
of course, endeavor to secure attention to 
the needs and desires of the creators of 
trusts, their beneficiaires, creditors and other 
similar interested parties. 


Cooperation Needed from Trust Officials 

We feel, however, without in any way re- 
flecting upon the integrity and skill of your- 
selves and your committee, that a disinterest- 
ed, experienced group, unconnected with the 
actual administration of trusts, would be 
a useful check upon any possible unconscious 
tendency to make these statutes unduly fa- 
vorable to the trustees. Our organization af- 
fords that disinterested representative of the 
general public which is glad to assist you in 
this work, 


2, 
* . 


TRIBUTE TO PUBLIC SERVICE OF 
HARVEY D. GIBSON 


Harvey D. Gibson, president of the Manu- 
facturers Trust Company of New York, and 
chairman of the Emergency Unemployment 
Relief Committee, recently was the recipient 
of the gold medal of the Hundred Year Club, 
awarded each year to the citizen “who has 
done most for the civic and industrial devel- 
opment of the city.” Mr. Gibson was guest 
of honor at a dinner at the Savoy-Plaza, at 
which the medal was presented. Mr. Gibson 
Was recently elected a director of the United 
States Distributing Company. 





FORMULATING A SOUND CODE GOVERNING 
LEGAL INVESTMENTS FOR TRUST FUNDS 


II—MUNICIPAL OBLIGATIONS AS TRUST INVESTMENTS 


EDWARD J. REILLY 


Trust Counsel, Moody’s Investors Service and Associate Editor 


(Epitor’s Note: 


of Trust Companies Magazine 


This is the second article of a series by Mr. Reilly intended to focus 


attention upon a number of the major factors affecting legal investments for trust funds 
which require careful study if the best interests of beneficiaries and of fiduciaries, as well, 
are to be adequately conserved. The third article, to appear in the April issue, will discuss 
real estate obligations as legal for trust fund investment.) 


ECOND only in importance to first mort- 
gages on real estate within the jurisdic- 
tion and obligations of the United 

States Government, are obligations of states 
and political subdivisions as authorized 
vehicles for the investment of trust funds. 
Practically all of the states provide by stat- 
ute for their approved purchase for trust 
fund and savings bank investment. 

While this statutory authorization is gen- 
eral, in too many instances it is upon so 
broad a basis as to afford little, if any, pro- 
tection, except to the fiduciary, and in those 
jurisdictions where limitations as to varying 
classes of municipal obligations are imposed, 
the restrictions for the most part are not 
sufficiently comprehensive to insure the exclu- 
sion of highly undesirable issues. Generally 
speaking, obligations of municipalities and 
other political subdivisions in the state are 
legal for trust fund investment in that state 
without reference to the intrinsic merits of 
the obligations. 

In many states, obligations of political sub- 
divisions of contiguous states are legal pro- 
vided there has been no default within a 
specified number of years. There are also 
authorizations which range in breadth from 
those which authorize the purchase of obliga- 
tions of political subdivisions located any- 
where in the nation, provided there has been 
no default in three years, to those which 
have taken varying degrees of notice of the 
important factors of the age, size and type 
of the entity, the percentage of net debt to 
assessed value of property, default records, 
the power of the entity ‘to levy directly on 
property within its boundaries, special assess- 
ment obligations and their shortcomings, re- 
quirements for limited and serial maturities 
and purehase only of earlier maturities of 


issues financing the construction of projects 
which must wear out, such as highways, spe- 
cial scientific definitions of net debt, and 


special requirements for determining actual 
qualifying population in entities considered. 


Careful Review of Public Financial Structure 


With the natural advance in investment 
knowledge which must come from broader 
experience with these classes of issues, it is 
to be expected that more intelligent require- 
ments designed to safeguard beneficiaries as 
well as fiduciaries, will be incorporated in the 
statutes of the several states. It is to be 
hoped that such changes will not have to 
be forced because of unsatisfactory experi- 
ence and resulting losses to estates and trusts 
holding which are, at the moment, 
“authorized.” 

Until quite recently municipal obligations 
were regarded as being in a highly satisfac- 
tory category as far as trust fund invest- 
ment was concerned and without regard to 
any of the special qualifications which have 
been mentioned. The sharp contraction in 
municipal revenues due to the falling off of 
tax collections, the major financial difficul- 
ties of some of our largest cities and the pil- 
ing up of huge bonded indebtedness in many 
instances, however, have called for a careful 
review of the entire subject of public finance 
and the intrinsic merit of public obligations 
as appropriate media for the investment of 
trust funds. 


issues 


Because of the relatively satisfactory rec- 
ord which these obligations had maintained 
for more than half a century, it did not 
seem necessary a decade ago to check with 
infinite care the ability to finally discharge 
engagements entered into for expansion pur- 
poses shortly after the World War nor to 
serutinize legal structures which were de- 
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signed primarily to make vastly increased 
borrowing capacity possible while piling up 
tremendous overlapping indebtedness whose 
extent was not apparent from the offering 
sheets describing these new issues, nor did 
it seem necessary to place very definite 
checks upon the formation of new boroughs, 
villages and towns, even where no overlap- 
ping of jurisdictions was involved, but which 
necessarily must give rise to substantial un- 
necessary extension of municipal functions. 


It seemed a far ery to recall the experi- 
ences of the 1840s and 1850s, at the closing 
chapter of that great era of internal im- 
provements when states ventured on a large 
seale program of construction of roads, 
sanals and railroads and the promotion of 
banks, most of which were financed by bonds. 
But there seems to be an interesting counter- 
part to this era in the expansion of the 1920s 
through highway extension, reclamation, 
drainage, school, improvement and sanitary 
projects. Eighty years ago New York, Penn- 
sylvania, Maryland, Indiana, Illinois, Michi- 
gan, Florida, Mississippi and Arkansas de- 
faulted in the payment of interest and did 
not resume in some cases for several years. 

In 1842, New York State stock was not 
salable at a discount of 22 per cent. Cities 
like Detroit, Philadelphia and Chicago as 
well as numerous smaller municipalities de- 
faulted in their obligations. Detroit, in its 
efforts to extricate itself from the cataclys- 
mie debt it had assumed, adopted heroic 
measures. It rented the city hall for theatri- 
cal performances, converted a market house 
into a school house to avoid building a new 
school, increased water rates, established a 
sewer tax and sold some of its most valuable 
land and even some of its fire-fighting equip- 
ment in order to reduce operating costs and 
discharge its obligations. After some years 
of severe strain and intensive effort to rec- 
tify conditions, relative stability was estab- 
lished and a majority of the defaulting issues 
reinstated. Some of the issues never were 
redeemed and others were repudiated. 


Major Difficulties Today 

While we may wish to be optimistic re- 
garding the ultimate ability of every munici- 
pal entity to honor all of its obligations with 
perhaps but occasional temporary lapses in 
interest payments, it does not seem prudent 
to conclude that as rapid and complete re- 
covery in this field will occur as in the 1840s 
and 1850s. It should be remembered that 
eighty years ago defaults were largely on 
the part of states and large cities with broad 
primary taxing authority. Today no state is 
in default and no obligation of an outstand- 


ing city, as such, is in default. The major 
difficulties today exist with counties, road 
districts, school districts, drain districts, 
small municipalities and political subdivi- 
sions, many of which are purely fictitious 
legal organisms formulated primarily for the 
purpose of increasing the borrowing capacity 
of the area. It is the obligations of this 
character of entity which today command no 
ready, satisfactory market and where the 
increasing difficulties of municipal finance 
will fall with the greatest weight and result 
in the largest number and most severe cases 
of default. Not only will interest be lost but 
in many instances there will have to be a 
drastic paring down of debt obligation if the 
situations are to be regarded with any con- 
siderable degree of hope. Trust estates are 
vitally interested in the considerations which 
should determine the investment status of 
these issues. 


The high regard which municipal obliga- 
tions have enjoyed until a short while ago 
has been predicated largely upon unsound 
premises which looked to the record of these 
obligations without properly visualizing the 
fact that the basis for considering the record 
has been substantially altered. In 1912, for 
instance, the municipal and state debt of the 
nation totaled but $3,821,896,000. By 1922 
it had reached $8,689,740,000. In the eight 
years that followed, however, this figure had 
just about doubled to the stupendous sum of 
$16,856,488,000, an amount larger than the 
gross federal debt of the nation, which in 
the same eight years had been reduced by 
more than $6,000,000,000. It is quite a dif- 
ferent matter to consider records of debt 
service after the debt has shown an increase 
of 400 or 500 per cent. 

Another factor in municipal finance receiv- 
ing increased attention is the tendency to 
never finally pay any debt. As one issue ma- 
tures, a new refunding issue takes its place, 
so that the original borrowing is never really 
paid. An important seaport on the Atlantic 
coast has the distinction of never having paid 
any debt since 1837—ninety-five years ago— 
refunding all maturities as they came along. 
The only reason this city is not one of a very 
large company is the fact that there are but 
few cities quite so old. Another ilustration 
of this tendency appeared in the recent news- 
paper announcement that a New York State 
county had just paid the last outstanding 
one-thousand dollar bond which was part of 
a serial issue to finance the construction of 
the county jail. When other borrowers pay 
obligations in full it is not usually a matter 
for newspaper notice. Apparently when a po- 
litical entity finally discharges an obligation, 
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ASSETS: $64,189,514.51 plus 
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the case is similar in news value to the inci- 
dent of the man biting the dog—it just isn’t 
done ordinarily ! 


Amending Statutory Safeguards 

In addition to the factors of greatly in- 
creased debt, shrinking tax returns and the 
undoubted tendency to rarely, really, finally 
discharge any obligation, several other con- 
siderations have become strongly apparent 
within the past few years which materially 
affect the: investment character of municipal 
obligations. The difficulties which have ap- 
peared justify consideration of steps to amend 
the municipal investment laws of the several 
states so as to afford a proper degree of pro- 
tection to cestuis as well as to fiduciaries. 
Among these considerations where the sta- 
tutes of many states are silent are: the age 
and size of eligible communities, overlapping 
debt, special assessment obligations, debt 
terms and redemptions, and debt limits. 

It may be suggested that it is somewhat un- 
fair to specify that a community must be 
twenty or twenty-five years old and have a 
population of at least fifteen to twenty thous- 
and persons before its obligations may be 
regarded as eligible for trust funds. Yet the 
limitation is entirely proper when considera- 
tion is given to the importance of protecting 
trust beneficiaries rather than assisting in 
the financing of new political entities. After 
all, such limitations by no means close the 
doors to the possibility of securing adequate 
financing through the usual channels. 

In newer communities there is often a 
greater demand for expenditures for munici- 
pal services, such as new streets, sewers, 
schools and similar services which tend to 
require an inordinate tax burden and, at 
times, result in financial embarrassment. If 
the entity has a small population, it may be 
found that its stability and even its future 
will be wholly determined by the success of 
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a single industrial project. In many cases 
this factor lends strength to the investment 
position of the community’s obligations since 
tax collections are assured because of the 
financial position of the local industry. Never- 
theless, should that industry determine to 
change its base of operations, the consequent 
loss to the community would be so great as 
to seriously threaten its capacity to dis- 
charge its obligations when due. If the single 
industry is not a strong one and should sub- 
sequently fail, a similar result will obtain. 

Quite recently, in a small community in 
New Jersey a substantial expansion program 
was undertaken for a sub-division develop- 
ment. New streets, sewers and similar ac- 
comodations were provided, all financed on a 
short term basis. The program was not suc- 
cessful, with the result that taxes for the 
balance of the community have been increased 
more than 50 per cent to pay for the service 
on the debt created to provide the new facil- 
ities. 


Overlapping Debts 


Overlapping debt, achieved by means of the 
legal expedient of creating new taxing enti- 
ties wholly or partially contained within one 
or even several other similar entities, con- 
stitutes one of the most vicious factors affect- 
ing the stability of municipal obligations. At 
the same time, only a handful of states impos- 
any limitation on the practice for the protec- 
tion of investors in municipal securities 
Certain of the states do have debt limitations 
for municipal subdivisions, but these limita- 
tions are meaningless in the face of the 
countenanced practice of forming new legal 
entities as soon as debt limits have been 
reached. If a community already bonded to 
the limit permitted by statute wishes to build 
a new school, it simply has a new school 
district devised and begins its borrowing all 
over again. Similar special purpose borrow- 
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ing areas have been formed to finance the 
construction of schools, drains, sewers, high- 
ways, water and irrigation improvement pro- 
jects and even for the purchase of fire-fighting 
apparatus. 


The highly unsatisfactory manner in which 
this pernicious system operates may be illus- 
trated by a case in Michigan. The statute 
in that jurisdiction authorizes savings banks 

and, of course, trustees frequently follow 
the investment limitations placed on savings 
banks—-to purchase legally issued obligations 
of any municipal entity in the state when the 
total debt of the entity does not exceed ten 
per cent of its assessed valuation. 

Now, a certain township in the state had a 
population, according to the 1930 census, of 
26.277 and an assessed valuation of $30,- 
013,115. But the township, in addition to 
its own organization, had at least seven whol- 
ly contained school districts, four special as- 
sessment drain districts, two major drain 
districts, seven municipalities and several 
road districts, the total bonded debt of which 
exceeded $22,750,000—more than 75 per cent 
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of the assessed valuation of the property in 
the area—yet it is to be doubted if any of the 
obligations referred to exceeded the statutory 
limitation of 10 per cent of assessed valua- 
tion in order to make the obligations eligible 
for savings bank investment. The hocus- 
pocus of creating new debt units made the 
existing results possible. 


Situation in Texas 

The statute of Texas permits a guardian to 
purchase obligations of any political sub- 
division in the state. It provides him with 
a cloak of protection so that no surcharge 
will be visited upon him in the event of a loss 
but that hardly helps the ward whose posi- 
tion should be considered by the law before 
that of the guardian. For instance, one 
county in the state with a population cf 
77,000 has an assessed valuation of $63.- 
398,715. The statement of the County Auditor 
reporting as required by H. B. 575 of the 
Forty-Second Legislature reveals the follow- 
ing net debt of the county and its political 
subdivisions. 


i Yk 
EN. 8 5k ocd waine soe cieiee a 7,648,748.19 
Five common school districts 29,952.63 
Nine ind. school districts.... 5,597,022.48 
Eight road districts......... 8,961,520.49 
Five water control districts. 9,296.202.48 
One irrigation district...,... 1,613.000.00 
One drainage district....... 1,234,902.95 


$42,685,472.47 

The most dangerous consideration apparent 
here is not so much that any of these obliga- 
tions not in default are a perfectly legal 
investment for the property of a ward, but 
that the offering sheets covering any particu- 
lar road district, school district of other form 
of entity will point to the assessed value 
of the property in the district, its approxim- 
ate population and net debt, but give no 
figures whatever with regard to how much 
additional debt that same property is ulti- 
mately liable for. 

Municipal expansion which in many parts 
of the country has manifested itself per- 
pendicularly, becomes horizontal in others. 
For instance, one county in New Jersey 
contains seventy municipalities. Only forty 
of these places are large enough and im- 
portant enough to have a bank. The average 
area of the units is 2167 acres—a good sized 
farm in many localities, while, if the three 
cities in the county are eliminated, it will be 
found that the average population of the 
units is but 4,371 souls. With conditions 
existing similar to those pointed out here, is 
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it not reasonable to eall for careful and 
intelligent revision of the qualifications im- 
posed on municipal obligations generally if 
they are to qualify for trust fund investment? 

Special assessment obligations by their very 
nature are unsuited for trust fund invest- 
ment. Yet only a handful of states disqualify 
them. The experience of some trustees and 
banks, as well, who are seeking to collect on 
these obligations in certain areas should 
quicken appreciation of their very special 
character which makes them undesirable for 
fiduciary portfolios. 


Limitations on Debt Terms 

Only a few of the states provide any limita- 
tion upon debt terms and a somewhat larger 
number on debt limits. Thus, in many eases 
municipal debt may and does sit out on a 
narrow limb of high proportion to the as- 
sessed value of property, without impairing 
the qualification of the obligations for trust 
investment. Intelligent limitations should be 
imposed and made applicable to all entities 
co-terminus or wholly or partially contained 
within the areas upon which the limitations 
have been placed. 

Debt term and redemption have been prac- 


tically unheard of in statutory limitations on 
municipal security investment, yet some 
highly intelligent provisions bave been en- 
acted in certain jurisdictions. Maine, for 
instance, in its savings bank law approves 
of the purchase of certain highway bonds 
when they are payable serially to mature in 
not more than twenty years and the principal 
and interest are payable from a direct tax to 
be levied on all the taxable property in the 
county. It should be noted, however, that 
only such portion of the issues are legal as 
will be due and payable in less than fifteen 
years from the date of issue. No Maine 
savings bank is going to be found holding 
highway bonds issued for the construction of 
a road which has worn out and where the 
county or highway district is faced not only 
with the problem of paying the outstanding 
bonds but financing the construction of a new 
highway as well. 

Adequate safeguards, such as this, ineorpo- 
rated in the legal investment statutes of the 
various states, should result not only in pro- 
tecting beneficiaries of trusts holding muni- 
cipal issues, but in more intelligent and econ- 
omical administration of municipal affairs— 
certainly a worth-while goal to strive for, 
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Down the gangplank, or off the tender . . . in Cher- 
bourg, Southampton, Havre, or Bremen, the greeting 
of the American Express representative to travelers 





is the same... “at your service.” 






He is ready to relieve American travelers of their 
travel problems and takes keen pleasure in doing it. 
To see him help traveler after traveler with hotel, 
steamship, and railroad reservations, with baggage 
and other incidentals is a revelation of the magnitude 
and effectiveness of American Express Service. 









But this is only a prologue of what is to come for he 





has colleagues at frontier points, stations, and docks 






along the highroads of travel. These men are main- 






tained by the American Express to serve those who 






carry its Travelers Cheques. They are ready to 






smooth the way—iron out the rough places—and 
make the traveler’s journeys comfortable and 






pleasure-full. 






There is no more appreciated touch than this efficient 





piece of American Express Service to the banker’s 






clients in foreign lands. And it is assured to them 
when they carry American Express Travelers 
Cheques. For, in addition to protecting their funds 
against theft or loss, and being spendable. every- 
where, these Cheques are endowed with an auto- 
matic introduction to this helpful, personal Amer- 
ican Express Service which stretches around and 
across the world. This Service begins in your bank— 
the moment you sell your clients American Express 
Travelers Cheques. 
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accepted the world over 


AMERICAN EXPRESS 
Travelers cheques 


Steamship tickets, hotel reservations, itineraries, cruises 
and tours planned and booked to any part of the world by 
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DR. JOHNSON’S ADVICE TO BOSWELL AS TO SELECTION OF 
GUARDIAN 


The Royal Trust Company of Montreai, the appointment of individual trustees, ex- 
Canada. has issued a series of attractively ecutors and guardians. 
worded and illustrated folders containing One of these folders is based upon Dr. 
passages and incidents from the works of Johnson’s advice to Boswell. It relates that 
famous English authors and biographers during a visit to London in October, 1779, 
which aptly emphasize the qualifications of | Boswell consulted Dr. Johnson as to the ap- 
modern trust company service in contrast to pointment of guardians to his children in 
the frailties, delays and losses growing from case of death. Dr. Johnson advised Bos- 

well as follows: 

“Sir (said he) do not appoint a number 
of guardians. When they are many, they 
trust one to another, and the business is 
neglected. I would advise you to chose only 
one; let him be a man of respectable char- 
acter, who, for his own credit, will do what 
is right; let him be a rich man, so that he 
will be under no temptation to take advan- 
tage; and let him be a man of business who 
is used to conduct affairs with ability and 
expertness, to whom therefore, the execution 
of the trust will not be burdensome.” 

The Royal Trust Company. in its comment 
on Dr. Johnson’s advice, states that what 
he considered to be the qualifications of the 
ideal guardian or trustee are to be found in 
the modern trust company. In addition, says 
The Royal Trust Company, it has certain dis- 
tinct advantages over the individual trustee- 
—permanence, experience, investment judg- 
ment, accessibility and impartiality. 


R. C, Huelsman, formerly comptroller of 
the Midland Bank of Cleveland, has taken 
up his duties as comptroller of the Guardian 
Detroit Union Group, Ine. Mr. Huelsman 

Dr. JOHNSON’S ADVICE TO BOSWELL is an authority on simplified cost systems. 








N 1931 many individuals, many families 
and many business organizations came 
face to face with hours of need and found 

in insurance a dependable friend—a friend 
that was able as well as willing to help in 
their emergencies. 

Through the timely aid of funds from all 
forms of insurance, many adversities of life 
were prevented from becoming tragedies, and 
many untoward events were robbed of their 
terrors and oppressions. 

Life insurance, unlike some other forms of 
property, instead of adding to or intensify- 
ing the woes of the public during a period of 
economic readjustment, ministered to many 
and provided relief and comfort to scores of 
persons who had exhausted all other means. 

Prepared for just such events as have oc- 
curred, The Travelers was in a position to 
meet these extraordinary contingencies and 
paid in cash to policy holders and their bene- 
ficiaries the largest sum which the three 
Travelers Companies have ever disbursed in 
one year—$113,771,821. To distribute this, 
paying the right amounts to the right per- 
sons at the right time, required the issuance 
of 957,636 checks and drafts. Over one bil- 
lion dollars has been paid by The Travelers 
Companies to policyholders since organiza- 
tion. 

There have been many surprising changes 
since the close of the war. We have seen 
severe liquidation of manufactured goods, 
lower prices for commodities, soaring stock 
prices and then a fall in market values that 
has caused embarrassment to many individ- 
uals and their fortunes. All these violent 
events have crowded to the fore the value 
of life insurance, as an investment of sound, 
steady and continuing value and one that has 
brought aid and sustenance to many who 
were and are overwhelmed. 

To afford policyholders sound protection, 
the Companies have followed the policy of 


*Comments by President I. E. Zacher in summarizing the 
business of The Travelers Insurance Company, The Tratelers 
Indemnity Company and the Trarelers Fire Insurance Com- 
pany during the year 1931. 
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distributing their investments broadly, and 
not only carry large amounts of cash, but 
have supplemented these with large holdings 
of United States Government Bonds, and 
marketable bonds of many of the best mu- 
nicipalities and corporations in the country. 

The Companies’ reserves meet the require- 
ments of the strictest of state laws and ad- 
ditional reserves are carried to meet extra- 
ordinary contingencies which may arise in 
the future. 

During the sixty-seven years of its ecor- 
porate existence. The Travelers has encoun- 
tered many such periods as this. It has ex- 
perienced the panics of 1873, 1893 and 1907. 
It faced the problems arising from the war, 
the influenza epidemic and the post-war de- 
flation. In each of these periods it has 
played an important part and in all of them 
rendered valuable assistance to its policy- 
holders. 

One of the important factors responsible 
for the great growth in the volume of life 
insurance, which took place between the years 
1922 and 1929, was the demonstration of the 
value of life insurance protection afforded 
by the war and the influenza epidemic. Re- 
cently we have witnessed a striking demon- 
stration of the value of another phase of 
life insurance—of its strength and stability 
as an investment medium. If history is any 
guide to the future, it seems reasonable to 
expect that the next ten years will witness 
an expansion of the purchase of the invest- 
ment forms of life insurance, for at no time 
has that value been so clearly demonstrated 
as at present. 





Secretary Frederick P. H. Siddons of the 
District of Columbia Bankers Association an- 
nounces that the fourteenth annual conven- 
tion of the association will be held at Hot 
Springs, Va., June 9-12 inclusive. 

Mary K. Hoyt, assistant secretary of the 
Montclair Trust Company of Montclair, N. J. 
has been elected permanent secretary of the 
New Jersey Chapter of the Financial Adver- 
tisers Association. 

































SAGAR oe So 







AR Ri le i 2 es eacaie ad 












TRUST SERVICE ACQUIRES GREATER SCOPE AND 
INFLUENCE 


DEMONSTRATION OF SAFETY AND INTEGRITY DURING PERIOD 
OF BUSINESS REVERSE 


THOMAS C. HENNINGS 


Vice-president, Mercantile-Commerce Bank & Trust Company, St. Louis, Mo., and President, Trust 
Division, American Bankers Association 


(EpiTor’s NOTE: 


There is a sturdy note of defense of the high and unimpeachable 


character of trust administration maintained throughout the United States in reply to 
unworthy criticisms, in the annual address delivered by Mr. Hennings as president of 


the Trust Division, A. B. 


A., at the recent Mid-Winter Trust Conference in New York. 


Mr. Hennings takes issue frankly and courageously with those who would attempt to 
impugn the good faith and the qualities of integrity that characterize trust management 
and which have been reaffirmed in emphatic manner in the face of severe testing during 


the past two years.) 


ROM the standpoint of the trust busi- 

ness, perhaps the most significant de- 

velopment during the year has been the 
remarkable record of safety maintained 
through a severe and trying period. Trust 
institutions have stood like a bulwark against 
the persuasion of those who were suggesting 
changes in time-honored practices of invest- 
ing trust funds, and have been able to suc- 
cessfully withstand the stress and storm of 
present conditions, justifying the confidence 
placed in them by the public. 

However, it is only those institutions which 
have a well-developed sense of public re- 
sponsibility and which realize that the man- 
agement of trust accounts involves sound 
practices in the management of property and 
the investment of trust funds which will suc- 
ceed in the future. We must offer the public 
a staff equipped with a high degree of in- 
tegrity and intelligence, together with a 
sound conception of the law, broad sym- 
pathies, understanding of human nature, to- 
gether with executive ability to adequately 
render the expert service we are offering the 
public today. 

We know that perplexing problems of trust 
administration will worry the tyro; that the 
problems of investment analysis and review 
of trust accounts can only be supervised by 
expert investment officers and a complete 
statistical service. To furnish the service 
required of uS we must secure adequate 
fees. In the desire to secure new business 
some institutions have placed business on 
their books which cannot be properly handled 


without loss. It is fortunate, indeed, for 
trust men, that Mr. Theis has given of his 
time and ability to bring about a needed 
change in this situation and that our Com- 
mittee on Valuations will endeavor to demon- 
strate whether or not an account will prove 
profitable at the time the instrument cre- 
ating the trust is signed. 


Misconception as to Concentration of 
Fiduciary Wealth 

Uninformed persons have said that a tre- 
mendous aggregation of funds is held by fidu- 
ciary institutions which have been diverted 
into long periods of trust administration of 
principal, with the restricted field of invest- 
ment which this involves. 

Only those who do not understand the ad- 
ministration of trust accounts rest under this 
misconception. We know that it is contrary 
to the policy of most institutions to invest 
trust funds in equities; trust funds are prin- 
cipally invested in bonds and mortgages of 
the highest rating, to finance railroads, pub- 
lic utilities, to construct great public works, 
to build roads, school buildings, hospitals and 
homes for our people. Trust funds so in- 
vested stabilize business and steady the bond 
market, which is not subject to temperamen- 
tal disturbances such as often occur in the 
stock market. The corporate fiduciary no 
more withdraws funds from trade and busi- 
ness than the life insurance companies and 
the savings banks do in investing their funds. 

Funds conveyed in trust should not be 
compared with the water flowing into the 
Dead Sea, there to remain and stagnate, 
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lessened only by slight evaporation, from time 
to time; but they are like a clear-flowing 
stream in which a dam has been built, cre- 
ating a reservoir into which the water flows 
and is temporarily impounded, and while 
there serves as a reserve and _ protection 
against disastrous floods, damage, waste and 
improvidence, and when permitted to flow 
out in an orderly way generates gigantic 
electrical power used in the development of 
industries to make life easy, pleasant and 
comfortable for our people, and when. it again 
joins the main stream it is used to develop 
lands into production which might otherwise 
be non-productive. 

Owing to the laws of different states it is 
impossible, except in charitable bequests, to 
hold property, at the extreme, for a greater 
period than a life and lives in being and 
twenty-one years thereafter. Such being the 
ease trusts are terminating from time to 
time and there is a steady outflow of the 
principal into the hands of beneficiaries who 
send the money back into the investment 
field. There never has been and never will 
there be a serious criticism of the creation 
of trusts by men who have accumulated or 
conserved their own property, for the bene- 
fit of those members of their families who, 
in the mind of the creator of the trust, 
should have the benefit of the sound advice, 
business judgment and investment skill of 
the great trust organizations of the country. 


Preserving Rights and Usefulness of 
Corporate Fiduciaries 

The criticism of the corporate staff law- 
yers by members of the bar does not seem to 
be so acrimonious, at this time, caused by 
the conservative lawyers throughout the 
country realizing that practice of the law 
has different meanings in different states, 
and that the attempt to indicate corporate 
fiduciaries in general terms is unwarranted 
and unfair. There should be no lessening in 
strenuous resistance to assaults made upon 
our integrity, good faith and reputation as 
law-abiding organizations. We know that 
we have justly earned the confidence of the 
public and that a contest over the question 
of the right of corporate fiduciaries to do 
business in accordance with the laws of the 
several states will be decided in our favor 
or the public we serve. 

Our right to advertise our business, and 
the unrestricted right to confer with cus- 
tomers on matters affecting their personal 
affairs will be resented by the public, which, 
after ali, has a right paramount to any con- 
troversy between lawyers. In my opinion 
the time has arrived for the Corporate Fidu- 
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ciaries to present to the Legislatures of the 
different states which do not define the prac- 
tice of law, bills which make such definition, 
to the end that our rights may be preserved; 
or proceed through the initiative where such 
action is permitted. 


Constructive Work of Trust Division 


The public interest in the trust business 
has shown a healthy growth during the past 
year, as reflected in the increasing attention 
being given the trust business by newspapers. 
Articles dealing with corporate fiduciary ac- 
tivities are appearing in the news columns 
more than ever before. The Division has 
been able to contribute in some measure to 
the extension of this type of publicity which 
earries the message of trust service and the 
interpretation of its value to readers of all 
classes. The Division’s Committee on Pub- 
licity has been performing a service of great 
importance in the advertising field. 

After three years of extensive investiga- 
tion and research, the Committee on Cost 
and Charges, of which Mr. Theis is chairman, 
has prepared a Guide to Trust Fees with a 
Recommended Cost Accounting System which 
will furnish trust institutions with the 
method of determining their cost of doing 
business and with a yardstick for measur- 
ing the charges that reasonably should be 
asked for their services. 

Our Committee on Insurance Trusts during 
the year published another bulletin, number 
six, and our Committee on Community Trusts 
completed and published the first . compre- 
hensive survey of the Community Trust move- 
ment in the United States which had ever 
been .attempted. Our Committee on Trust 
Development through Personal Representa- 
tives published its new Sales Manual which 
is a standard text book for the education of 
the men who make the first contacts with 
those contemplating the establishment of 
trusts. 

One of our most active committees during 
the year has been our Committee on Coopera- 
tion with the Bar which has been in constant 
contact with a similar Committee of the 
American Bar Association and with trust 
men in various sections of the country where 
the question of relationship between trust 
institutions and attorneys has been under 
discussion. 

Our Committee on Fiduciary Legislation is 
making definite progress in the direction of 
recommendations to remove some of the con- 
flict in the statutes relating to the trust 
business. Our Committee on Trust Educa- 
tion is at work, in cooperating with the 
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MOST for the LEAST 


HE Lawyers Mortgage Company has 

been in business ‘continuously for 38 
years because—like any truly successful 
business — it renders a valuable service 
for a moderate charge. 


This service consists in furnishing the 
experience and judgment to select “ood 
mortgages, in paying our investors their 
iabeweel Y the day it is due, in attending to 
all details during the life of the mortgage, 


and in guaranteeing the payment of every 
mortgage held by our clients. This ser- 
vice, “for which the Lawyers Mortgage 
Company receives Yo% per annum as a 
Guarantee Premium, is the most favor- 


able contract issued to investors i. any 


fiwancial field. 


We offer Guaranteed Mortgages and Cer- 
tificates to net 514% guaranteed. You may 
begin with $100 or more. 


LAWYERS MORTGAGE 


COMPANY 
Capital and Surplus $22,000,000 Richard M. Hurd, President 
345 Madison Avenue, at 44th Street, New York City 


Branch Offices: 


Brooklyn 


Jamaica Mount Vernon 





American Institute of Banking, on a series 
of new textbooks for the Institute, which will 
enable the division to assist materially in 
the education of the young men who will 
be the trust officers of tomorrow. Our Com- 
mittee on Valuations has begun one of the 
most difficult tasks yet attempted by a 
Division Committee. It will seek to evolve 
a formula to determine the probable value 
of trust business in prospect. 


Protection Against Abuse of Term 
“Trust Company” 

There has been misuse as to the term 
“trust.” It is constantly applied in the field 
of finance where there is no undertaking to 
administer trusts with the safeguards and 
With the financial responsibility under which 
they are administered by trust companies 
and banks with trust departments. This 
trading on the name of trust is no new thing. 
For years, the division has been combating 
its unjustifiable use, and now the laws of 
many states forbid the use of the word 
“trust” in the corporate name of any com- 
pany not duly empowered to exercise trust 
functions. 

But of late the misuse of the term has been 
spreading, not in corporate names, but in 


the description of the services offered to the 
public by non-fiduciary corporations. Ex- 
amples of this sort of misuse will readily 
come to mind. They are of real concern as 
they carry an implication of true trust re- 
sponsibility that is not intended to be under- 
taken. 

A final survey of conditions indicates that 
Corporate Fiduciaries are moving forward at 
a healthy rate, unaffected by present business 
conditions, and that if we continue to serve 
the public in the coming years as well as we 
have in the past, our foundation will continue 
to be secure and the structure erected thereon 
stand as a beacon to guide those who follow 
us. 


2, <7 2, 
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W. P. Barnes, Sr., who has been chairman 
of the board of the Louisiana National Bank 
and the Louisiana Trust & Savings Bank at 
Baton Rouge, La., since 1925, has been elected 
president of the two banks to succeed the 
late W. P. Connell, 


Theodore C. Briggs, director of the Law- 
yers Cooperative Publishing Company, has 
been elected a member of the board of di- 
rectors of the Rochester Trust & Safe De- 
posit Company of Rochester, N. Y. 
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THE TRUST DIVISION AND THE BAR 


NO SURRENDER OF LEGITIMATE RIGHTS OF TRUST COMPANIES 


ROBERTSON GRISWOLD 


Vice-president, Maryland Trust Company of Baltimore and Chairman, Committee on Cooperation with 
the Bar, Trust Division, A. B. A. 


(Eprror’s Note: In the primary endeavor to reconcile relations between trust com- 
panies and members of the legal fraternity as to “practice of the law,’ the Committee on 
Cooperation with the Bar of the Trust Division, A. B. A., has been in friendly conference 
with a Special Committee of the American Bar Association. Mr. Griswold, in his address 
at the recent Mid-Winter Trust Conference, endeavors to set forth the real objectives in 
establishing good will between trust companies and lawyers, the cardinal principle of 
which is recognition of respective prerogatives and the opening of avenues of mutual con- 


tact. 
constructive labors in this direction.) 


EARLY fourteen years ago, at the Chi- 
cago Convention of the American 
Bankers Association, Frank W. Blair, 

then president of the Trust Section, now the 
Trust Division, recommended the appointment 
of a committee to make a study of the mis- 
understandings between the legal profession 
and the trust companies, and as a result 


thereof, the following resolution was unani- 
mously adopted by the Division: 


“WHEREAS: There has apparently been 
growing in the minds of some members of the 
American Bar, as well as of some of our own 
members, a misconception and lack of under- 
standing of the true and necessary functions 
of a trust company and its relations, in the 
administration of its authorized business, 
with the legal profession; and 

WHEREAS: The trust companies of the 
United States, as public service institutions, 
and the American legal profession are mutual 
coordinating activities, having common inter- 
ests and public duties to perform; therefore, 
be it 

Resolved, That it is the sense of this Sec- 
tion that it is to the advantage of both the 
legal profession and the trust companies of 
the country that mutually helpful relations 
be established between them; and be it fur- 
ther 

Resolved, That the president of this Sec- 
tion appoint a special committee of five mem- 
bers to fully investigate this whole subject 
and devise and recommend to the Executive 
Committee of the ‘Section, plans for cultivat- 
ing more friendly relations and more har- 
monious working plans with the American 
Bar, with the view of permanently establish- 
ing cordial and mutually advantageous rela- 


Mr. Griswold and his committee have earned grateful acknowledgement for their 


tions, cooperative activities in their common 
field, betterment of corporate trust service 
and joint advancement of the paramount in- 
terests and rights of the public; and that the 
Executive Committee, in such manner as to 
it may seem best, is hereby instructed to 
put such plans into effect.” 

In accordance with the above resolution, 
the first Committee on Cooperation with the 


ROBERTSON GRISWOLD 





342 TRUST COMPANIES 


Bar came into being. It was headed by our 
very good friend, Francis H. Sisson, whose 
years of devotion and labor in behalf of our 
Division will be crowned this year by his 
election to the presidency of the American 
Bankers Association. 

There has been much misconception as to 
the proper functions of the Committee on Co- 
operation with the Bar of the Trust Division. 
In view of the widely diverse statutes, deci- 
sions, customs and practices throughout the 
country, he would be indeed a magician who 
could produce from the committee’s hat the 
rabbit of universal accord between the trust 
companies and our friends at the Bar. And 
to carry the analogy somewhat further, it 
may be said that the ramifications of our 
problems are certainly no less numerous than 
would be the offspring of the rabbit. 


No “‘Hush-Hush Policy” 

A recent publication speaks of the “hush- 
hush policy maintained by banks and trust 
companies in the name of cooperation with 
the Bar,” and states that the inclination of 
our committee “has always been to lean over 
backward in avoiding conflict.” This opinion 
has undoubtedly been shared by many others, 
and is largely due to a misapprehension of 
our proper functions and a misunderstanding 
of our policies. In no case have we advo- 
cated a surrender to our legitimate rights. As 
arly as 1921, in a circular letter sent out to 
all of the trust companies, the committee 
stated: “We do not suggest to the trust com- 
panies that they submit to any hampering 
of their legitimate business functions.” The 
same statement was repeated in a letter 
which was forwarded in 1925. And in our 
most recent letter of last October, we said: 
“We are not to be understood as advocating 
a surrender, no matter how slight, of any of 
our legitimate rights.” 

Let us bear in mind, however, that the 
fundamental idea underlying the formation 
of our committee is precisely that which is 
expressed in its titke—Cooperation with the 
Bar. To quote again from the original resolu- 
tion of 1918S, creating the committee, we were 
to “devise plans for cultivating more friendly 
relations and more harmonious working plans 
with the American Bar, with the view of per- 
manently establishing cordial and mutually 
advantageous relations.”’ Certainly there is 
nothing contained in this mandate that could 
be construed as delegating to us duties simi- 
lar to those of a general staff, appointed to 
direct combat operations along far-flung 
fronts. Our duty, as we see it, is to attempt 
to avoid strife insofar as it can be done 
without any. whittling away of the rights 


and franchises bestowed upon us by charter 
and by statute. 


Thus our committee has striven toward 
the development of that very intangible some- 
thing known as “good will.” We have con- 
sistently endeavored to point out various 
ways and means of avoiding, or of eliminat- 
ing at the source, unnecessary discord with 
the Bar. We have considered that our yoca- 
tion lies rather in the field of preventive 
medicine than that of surgery. We have not 
hesitated to condemn certain practices on 
the part of trust companies which we deemed 
indefensible and sure to provoke just criti- 
cism. But the pathway toward the goal of 
effective cooperation has been difficult to 
tread because of the pitfalls of doubt and 
misunderstanding—doubt as to the good faith 
of each other’s protestations and a lack of 
understanding of the whys and wherefores of 
what the other party considers to be his 
rightful prerogatives. 


Right to Advertise and Solicit 

Thus our right to advertise has been at- 
tacked by some members of the Bar who, 
while denying to us the right to act as law- 
yers, assert that we should be governed by 
their own self-imposed restraints against 
their own advertising. Here they are guilty 
of what they have frequently seen fit to ac- 
cuse us—a confusion as to what is law and 
what is business. While a lawyer may not 
advertise for legal employment—nor should 
a trust company either, for that matter— 
there is no earthly reason why he should not 
advertise a business in which be is engaged. 
In fact, the Committee on Professional Ethics 
of the New York County Lawyers Associa- 
tion has recently stated that “‘there is not any 
accepted standard of professional propriety 
condemning a lawyer for engaging in busi- 
ness while in private practice, and that he 
may, with propriety, advertise such business.” 

Can anyone say that there is any inherent 
wrong in making as many persons as pos- 
sible realize their economic obligations to 
their dependents after they have passed 
along? This is precisely what the life in- 
surance companies are doing by their adver- 
tising and solicitation, and who has said 
that their conduct is detrimental to the pub- 
lie interest? Hence, in our last statement 
to the trust companies, our committee said 
that “the right of trust companies and banks 
to advertise for and solicit fiduciary busi- 
ness cannot be questioned and must be main- 
tained at all hazards.” 


Another factor in the situation which has 
made for bitterness rather than a friendly 
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understanding is the all too frequent accu- 
sation that we are entirely devoid of altru- 
ism and are motivated solely by a selfish and 
commercial interest in our relations with our 
customers. For example, a legal publication 
With such a high: standing as the Yale Law 
Journal has this to say in an article published 
in the November issue: “It is obvious that 
the salaried employee of the trust company 
cannot be completely disinterested. At times 
the best interests of the testator are served 
by an outright disposition of his estate, but 
then there are no trustee’s Circum- 
stances might make it desirable that there 
be two trustees, but in that event the com- 
pany would have to share the fees with an- 
other. It is often in the client’s interest 
that the trust be of short duration, but those 
which endure over a long period of years 
are most profitable to the fiduciary. The 
client’s interest might demand that the pow- 
ers of the trustee be rather limited, but the 
company wants them as broad as _ possible. 
It is in the interest of the trust company that 
4 provision be inserted making it liable only 
for actual misfeasance or negligence, 
while the client’s interest might demand that 
the trustee be held to a high degree of care. 


fees. 


gross 


When corporations and 
individuals move from 
your city to the Newark 
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New Jersey’s largest bank. 
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The trust officer is thus placed in an awk- 
ward position.” 
Ethical Considerations 

May we ask, at this point, whether the 
position of the trust officer is any more awk- 
ward than that of the attorney who is asked 
by his client to prepare a will in which the 
lawyer is to be named to act as executor or 
trustee? Permit me to answer this question 
by quoting from another article which ap- 
peared in the October issue of the North 
American Review, where the writer, who was 
himself a member of the Bar and is now a 
professor of law, says: “Without attempt- 
ing to defend trust companies that draw 
wills for their customers or employ outside 
attorneys to do it, it; may be suggested that 
the Bar should consider carefully both edges 
of this undivided allegiance sword which 
it holds over corporate executors. The 
ethical argument is just as potent when 
applied to: individuals as when applied to 
trust companies. Is it the custom of law- 
yers, the layman may ask, to send a will- 
maker away when he reveals that he wishes 
his attorney to act as his executor or trustee? 
Furthermore, may not the attorney, as well 
as the trust company, suggest this idea with 
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an interest just as large and certainly more 
direct? In such a situation which, until the 
recent advent of the corporate executor, has 
been the rule rather than the exception, is 
not the attorney serving the same two mas- 
ters which have divided the allegiance of 
the trust company or its employed attorney? 
Can the Bar successfully condemn in another 
that which it condones in itself and freely 
practices? If the Bar were to make the 
divided allegiance argument its main issue 
in curbing the unlawful practice of some 
trust companies, the layman might well ask 
us to remove the beam from our own eye.” 


Unjust Indictments and Criticism 

Returning again to the article in the Yale 
Law Journal, it is said: “His (i.e., the trust 
officer’s) salary is directly or indirectly de- 
pendent upon the amount of trust business 
which he secures. As a conscientious em- 
ployee he will try to further its interests 
whenever possible. It is a rather unusual 
man who under such circumstances solely 
considers the interests of the testator. And 
even such conscientious men, trained in the 
trust company atmosphere and possibly hav- 
ing exaggerated ideas of the advantages of 
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trusts and corporate fiduciaries might easily 
convince themselves that the interests of the 
client and of the company were identical.” 


In further illustration of this growing 
tendency to indict trust officials generally, 
thereby imposing an additional handicap 
upon the efforts of those of us who think 
that the solution of the problem lies in the 
field of common understanding rather than 
mutual irritation, let me quote a few ex- 
tracts from a widely published speech by a 
distinguished probate judge. He says: ‘The 
law of the State has created these corpora- 
tions with powers to act as executor, ad- 
ministrator and trustee, in fact, in every fidu- 
ciary capacity, without the lawmakers ex- 
pecting that the privilege to do these cor- 
porate acts would be heralded by the cor- 
porations in a maudlin manner.” Again, 
“Tf the will-maker’s name is on the dot- 
ted line and the company is named as ex 
ecutor, the goal is half reached.” Still again, 
“When the establishment of the relation with 
an incorporated institution engaged in other 
financial transactions is prompted by the 
primary desire to earn the commissions at- 
tached to the office from the business attrac- 
ted by advertising, persistent solicitation, 
and keen competition, there is an obvious 
danger that the interests of the real parties 
in the transaction may be overlooked or 
neglected.” And yet again, “Since the sole 
motive of the corporation for the creation of 
the relationship is one of profit, why should 
not advertising or solicitation be confined 
to the simple statement of fact that the cor- 
porate fiduciary is empowered by law to ac- 
cept and administer trusts * * *?” 


Must Meet Challenge 


Not a word here that our interest in our 
customers is anything but sordid. Not a word 
regarding a decent desire to protect an es- 
tate which we may have helped to build by 
financial assistance and business advice, pos- 
sibly after years of personal and confidential 
contact. The lawyer is paid for his services 
just as we are, but it would be obviously un- 
fair for us to advance and broadcast the 
doctrine that the interest of lawyers in their 
clients is measured and circumscribed by the 
amount of the fees which they expect to re- 
ceive. 

It is indeed difficult for us to let such ac- 
cusations pass unchallenged. We are just as 


proud of our calling as is the lawyer of his 
great profession, and we guard our reputa- 
tions no less jealously. Any trust official who 
maintained the callous and penny-grabbing 
attitude above described would not tarry 
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long before joining the ranks of the unem- 
ployed. The business of a trust department, 
like the practice of a lawyer, is founded upon 
confidence, and each will grow only so long 
as this confidence is retained by those seek- 
ing advice and guidance of the trust com- 
pany or of the lawyer. 

And now let us turn to the other side of 
the picture. We have seen wherein we feel 
that we have been unjustly accused. Let us 
then, in all fairness, undertake a self-exam- 
ination, and see whether there does not also 
exist certain just causes for some of the 
criticism which has been leveled at us by the 
Bar. 


Some Just Causes for Criticism 

In the first place, in order that we may 
obtain a proper perspective of the picture, 
let us not forget that for many years before 
we came upon the scene, the lawyer, as the 
family adviser, was often favored in fidu- 
ciary appointments. True enough, the law- 
yer then, as today, had no exclusive fran- 
chise but shared this privilege with the or- 
dinary layman. But the development of mod- 
ern business, with its accompaniment of com- 
plex investment, accounting and tax prob- 
lems, brought the trust company to the fore 
as an important element in the sphere of 
estate administration and as a strong lay 
competitor in a field that had been thereto- 
fore largely pre-empted by the Bar. It was 
only natural therefore that many lawyers 
should feel that we were poaching upon their 
preserves, even though the field happened to 
be unfenced and open to all laymen. 

Adjoining this field, there was another one, 
and while it was marked “no trespassing,” 
we were not at all sure where the real boun- 
dary lay, particularly so because the fence 
between the two was not always clearly 
visible. Hence it came about that some of 
us found ourselves roaming in forbidden ter- 
ritory. And when we were told to go chase 
ourselves back to our own field, we objected 
strenuously, and the usual neighborly 
squabble was on. 

Rather than sit down and discuss whether 
the fence could be re-built at a point satis- 
factory to both of us, some of us felt that 
our best policy might be to shut ourselves 
in and completely forget our neighbor. Thus 
there seeped into the situation a tendency on 
the part of some trust companies to ignore 
the lawyer and to treat him as an unneces- 
sary adjunct in the general scheme of things 
affecting the devolution of property. This 
sometimes took the form of our overlooking 
our customer’s own attorney in legal matters 
connected with an estate, at which times we 
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forgot our own righteous resentment when 
a lawyer attempted to come between us and 
our customer. 


Sound Policy and Practice 


Our committee has consistently recommen- 
ded that in all legal matters relating to the 
administration of an estate, our customer’s 
own attorney should be employed. And in 
this connection, it is interesting to note the 
practice followed in Canada, as described by 
one of our Canadian brethren in an article 
in the January issue of Trust CoMPANIES :— 
“In the development of trust company service 
in Canada,’ he says, “two factors have 
played an important part in making this 
highly specialized service possible. First, 
the legal profession, to whom will-makers 
and creators of trusts should go in order 
that the instrument under which the trust 
company operates, whether it be a will, trust 
agreement or other document, shall comply 
with the laws of the province in which it is 
made; and in order that it shall be so drawn 
that no question arising later from inade- 
quate provisions or ambiguities shall bring 
hardship to beneficiaries or unnecessary ex- 
pense for judicial interpretation. Also, dur- 
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ing the actual administration of the estate, 
legal services are required from time to 
time. The practice of clear-thinking trust 
company officials is to place the legal work 
in the hands of the lawyer of the testator 
or creator of the trust.” 


Advertising Should Be Unobjectionable 

Now as to our advertising. It is certainly 
true that we have at times overstepped our- 
selves by suggesting that we are in a position 
to render legal services to our customers. 
Statements of this character have been re- 
peatedly condemned by our committee. In 
defense, let it be said that much of this im- 
proper advertising has been due to careless- 
ness and inadvertence, and more particularly, 
to the lack of due supervision by higher 
trust officials of the publicity material is- 
sued by their institutions. Our committee 
has on many occasions called a trust com- 
pany’s attention to advertisements which 
were likely to be offensive to the Bar, and it 
is most gratifying to be able to say that we 
have never yet failed to receive a courteous 
assurance of the discontinuance of objection- 
able features. 

Too much emphasis cannot be placed upon 
the desirability of our maintaining our ad- 


vertising upon the same high plane as that 
established by the Trust Division’s Com- 
mittee on Publicity, and invaluable assist- 
ance in this regard is also being rendered 
by the officials of the Financial Advertisers 
Association. Let us all devote to this sub- 
ject the diligent attention which it deserves, 
for one heedless and thoughtless advertise- 
ment can do untold injury to a friendly re- 
lationship with the Bar which may have been 
the product of years of harmony and good 
feeling. 

That we cannot advertise to perform legal 
services for the public is almost too obvious 
for comment. That a corporation cannot 
practice law is well settled by judicial fiat, 
and hence we cannot offer goods which we 
cannot deliver. But as to what constitutes 
the “practice of law” in relation to our fidu- 
ciary business is a matter of much dispute, 
due in no small measure to widely differing 
statutes and judicial interpretations in the 
various states. To illustrate, a_ recent 
Georgia decision holds that the “practice of 
law” is confined to appearing in court, while 
on the other hand a New York decision, 
based upon a different statute, holds that 
the preparation of a will by a lawyer in his 
own office constitutes law practice by the 
corporation which regularly retained that 
lawyer’s firm. Thus certain activities by 
corporate fiduciaries may be clearly pro- 
scribed in one jurisdiction while seemingly 
permissible in another. 


Non-Interference in Local Issues 

Because of this clash of local interpreta- 
tions, our committee has consistently ad- 
hered to the policy of non-interference in 
local issues once they have been joined and 
any further efforts to secure a peaceable 
solution seem futile. Any other attitude on 
the part of our committee would lead to con- 
fusion worse confounded. We could not con- 
sistently advocate the adoption of one prin- 
ciple in one locality and its rejection in an- 
other. If we thrust ourselves into the hos- 
tilities in one state, we might very readily 
be met by an inquiry from another state, 
where all is peaceful with their neighbors 
at the Bar, why we are fighting for a sup- 
posed right which they do not think exists, a 
right which they have already cheerfully 
conceded, or which they have discarded as 
being of doubtful value at the best. 

As far back as 1921, before its present 
chairman was even a member of the com- 
mittee, a report, speaking of the fact that 
in certain states and localities trust com- 
panies had decided not to have their attor- 
neys prepare wills for their customers, stated 
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that the committee “does not think that the 
Trust Company Section should urge trust 
companies in these states or localities to 
change their position.” Again, in a report 
in 1924, it was the unanimous opinion of the 
committee that “the situation in each state 
was in the main a local problem, this being 
in accordance with the policy of our com- 
mittee established at the time of its cre- 
ation.” 

I can hear someone asking, “You say, then, 
that the work of your committee is that of 
prevention rather than of cure. You also 
say that there is no fixed standard as to 
what constitutes the forbidden practice of 
law. How, then, are we to avoid trouble 
with the Bar?” 


Avoiding Trouble With the Bar 

The reply to this question may lie in the 
answers to several questions which we may 
ask of ourselves. Have we made a sincere 
effort to cultivate the friendship of the local 
Bar in order to eliminate friction in advance, 
or have we waited until it was too late? 
Have we carefully weighed in the scales the 
value of the good will of the members of a 
great profession, and have we made the same 
effort to obtain this good will as we have 
made with the life underwriters and with 
others whose friendship we felt to be an 
asset? Have we, before embarking upon a 
line of activity which might prove offensive 
to the Bar, made a proper study of our local 
statutes and judicial decisions? Have we 
considered the background of past customs 
and practices, and mayhap prejudices, in our 
locality? If, after a careful examination of 
all of these factors, we find one that appears 
to cast doubt upon the legality or propriety 
of a proposed course of procedure, let us give 
ourselves pause. If, on the other hand, we 
are convinced that we are only proposing to 
exercise our legitimate rights and privileges, 
let us protect them at all costs. But if we 
are in doubt, then let us invite our friends at 
the Bar to sit around a table and talk things 
over. 

This idea of sitting around a conference 
table is not such a terrible dose to swallow— 
it is a good spring tonic to keep the patient 
from becoming ill. There have been no lives 
lost to date, if our records are reliable. On 
the other hand there have been reached at 
least fifteen agreements of which we have 
knowledge, and several more are in the 
process of negotiation. Quite recently, very 
disagreeable situations have been cleared up 
in two important states, one in the west and 
one in the south, and for the benefit of the 
sceptics, permit me to quote from letters re- 
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ceived from a trust official in each of these 
two states. Each of these men is prominent 
in the work of our Division, and their names 
are known to all of you. One says: “The 
discussions were open and frank. The law- 
yers group manifested a splendid spirit of 
fairness and a desire not to hamper the 
trust companies beyond reason. They learned 
a great deal about the trust business; the 
trust officers learned much of the lawyers’ 
attitude. As a result a decree was agreed 
upon. It is most satisfactory to us in every 
way.” 

The other trust official, writing regarding 
a bill that had been passed by his state 
legislature after the trust companies and 
the lawyers had agreed upon the form of the 
bill, says: “It was passed with the friendli- 
est kind of cooperation between the law- 
yers’ organizations and the Bankers Asso- 
ciation and the Fiduciaries Association. This 
resulted in no small part from the exchange 
of speakers between the associations, who ap- 
peared before the annual association meet- 
ings and explained the point of view of the 
lawyers to the bankers and of the bankers 
to the lawyers.” These two quotations are 
certainly worthwhile evidence that the prin- 
ciple of cooperation is not entirely idealistic, 
but is at times eminently practical. 
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Nationwide Cooperation 

An earnest endeavor is now being made to 
extend the cooperative idea and to make it 
nation-wide in scope. At the 1930 conven- 
tion of the American Bar Association, there 
was appointed a special committee on the 
Unauthorized Practice of the Law. For the 
past year, conversations have been held be- 
tween this committee and your Committee 
on Cooperation with the Bar, and let it be 
said here and now that this contact has 
been one of the frankest, fairest and friendli- 
est nature. One of our prominent trust men, 
Mr. Merrel P. Callaway, of New York, was 
invited to present the trust company view- 
point at an open meeting held in Atlantic 
City during the American Bar Association’s 
convention last September. In appreciation 
of this friendly gesture, Mr. Callaway made 
an address which every trust official will 
read with profit. 

The invitation to Mr. Callaway was ex- 
tended by the American Bar Association’s 
special committee, whose chairman, Mr. John 
G. Jackson, is here to address you today, and 
I bespeak for him the same courteous atten- 
tion and consideration that he and his asso- 
ciates have seen fit to extend at all times 
to the members of our Committee on Coopera- 
tion with the Bar. 


During the conferences between the two 
committees, all cards have been laid upon 
the table and an honest effort made to recon- 
cile conflicting viewpoints. I feel that I am 
voicing the sentiment of both committees 
when I say that we have each been benefited 
by a more intimate knowledge of the other’s 
problems. Many interesting suggestions have 
been made, notably that a sort of “clearing 
house” for grievances be established by the 
Bar Association and the Trust Division, to 
the end that complaints on one side may be 
brought to the attention of the other, thus 
providing a central safety valve for the bene- 
fit of those who might otherwise become 
dangerously overheated. 


Eliminating Needless Ill Will 


Our negotiations with the committee of 
the American Bar Association were called 
to your attention in a circular letter which 
our committee mailed to all of the trust com- 
panies last October. You will recall that in 
this letter, we stated that a real endeavor 
was being made by the two committees “to 
establish an understanding that will be of 
benefit to the trust companies, to the lawyers, 
and to the public.” Before this letter was 
released, it was submitted to a group of 
trust officials from twenty different states 
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at an informal meeting held in Atlantic City 
during the American Bankers Association 
Convention last fall. The form of the letter, 
as well as its distribution, met with the 
hearty approval of, those present at the 
meeting. There was also read to the meet- 
ing the report of our committee, which con- 
tained the following statement: “Your com- 
mittee feels that further conversations be- 
tween the two committees will be profitable, 
and that a real opportunity now exists for 
the American Bar Association and for the 
Trust Division of the American Bankers As- 
sociation, through their influence upon their 
respective memberships, to eliminate much 
needless ill-will by the making of an honest 
effort, on the part of each, to overcome the 
prevailing tendency to magnify the other’s 
faults and to minimize the other’s rights.” 
Let us then welcome the opportunity af- 
forded us by our contact with a representa- 
tive committee of the American Bar Associa- 
tion. Let us look forward to the time when, 
as mutually coordinating agencies, we can 
join with the Bar in the placing of fiduciary 
service upon the highest plane attainable. 
This, after all, should be the lodestone of 
both lawyers and trust officials. Let us both 
come to be regarded as the trusted servants 
of the public rather than as the sorry slaves 
of business competition. To quote the words 
of an eminent Federal jurist: “The question 
is not one of legislation but of more general 
enlightenment and cooperation.” 


Enlightened Sympathy and Support 

It is to this task that our two committees 
should dedicate themselves. Our efforts will 
succeed or they will be frustrated to the 
exact extent that we receive or fail to re- 
ceive the support and sympathy of the law- 
yers and of the trust officials throughout 
the land. The opportunity is present if 
there but exists the will and mind to grasp 
it. If we do so, then indeed is the dawn of 
a new era of understanding before us, where 
suspicion will give way to respect, where 
captious criticism will bow to constructive 
Suggestion and where loose bickering will 
be subordinated to friendly talk around a 
conference table. 

Our conversations with the committee of 
the American Bar Association are still in 
progress. Do not expect us to produce over- 
night a universal panacea that will cure every 
one’s ills promptly and painlessly, but share 
with us our confidence that something really 
worthwhile is going to result from our delib- 
erations. And in any event, it will be our 
constant effort to do justice to the words of 
Thomas Jefferson, when he says: “It is ren- 
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dering mutual service to men of virtue and 
understanding to make them acquainted with 
one another.” 


Se fe oe 


TRUST DEVELOPMENT DIVISION, F. A. A. 


A meeting of the executive committee of 
the Trust Development Division of the Fi- 
nancial Advertisers Association was held re- 
cently in New York during the Mid-Winter 
Trust Conference. The meeting discussed 
plans for constructive expansion of the work 
of the Division and the program for the 
Divisional program in connection with the 
next national convention of the Financial 
Advertisers Association in Chicago, Septem- 
ber 12 to 15. W. A. Stark counsel of the 
Fifth Third Union Trust Company, Cincin- 
nati, O. presided at the New York meeting as 
chairman of the Division. Behind closed 
doors, discussion proved most valuable to 
members personally. Don Laing, assistant 
trust officer, First Wisconsin Trust Company, 
Milwaukee, Wisconsin, was made chairman of 
the program committee. Alfred Snyder, as- 
sistant vice-president, Detroit Trust Com- 
pany, is chairman of the research committee 
for the departmental. 
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ALABAMA LEGISLATURE DEFINES “PRACTICE OF LAW’’ 


The Alabama Legislature at its last regu- 
lar session enacted a measure defining the 
practice of law which was recommended by 
the Alabama State Bar Association. The 
statute reads as follows: 

“Section 1. Only such persons as are regu- 
larly licensed have authority to practice law. 

“Section 2. For the purposes of this Act, 
the practice of law is defined as follows: 
Whoever, (a) In a representative capacity 
appears as an advocate or draws papers, 
pleadings or documents, or performs any act 
in connection with proceedings pending or 
prospective before a court or a justice of the 
peace, or a body, board, committee, commis- 
sion or officer constituted by law or having 
authority to take evidence in or settle or 
determine controversies in the exercise of the 
judicial power of the state or subdivision 
thereof; or, (b) For a consideration, reward 
or pecuniary benefit, present or anticipated, 
direct or indirect, advises or counsels an- 
other as to secular law, or draws or procures 
or assists in the drawing of a paper, docu- 
ment or instrument affecting or relating to 
secular rights; or, (c) For a consideration, 
reward or pecuniary benefit, present or an- 
ticipated, direct or indirect, does any act in a 
representative capacity in behalf of another 
tending to obtain or secure for such other 
the prevention or the redress of a wrong or 
the enforcement or establishment of a right; 
or, (d) As a vocation, enforces, secures, set- 
tles, adjusts or compromises defaulted, con- 
troverted or disputed accounts, claims or 
demands between persons with neither of 
whom he is in privity or in the relation of 
employer and employee in the ordinary sense; 
is Practicing Law. Nothing in this section 
shall be construed to prohibit any person, 
firm or corporation from attending to and 


earring for his or its own business, claims or 
demands; nor from preparing abstracts of 
title, certifying, guaranteeing or insuring 
titles to property, real or personal, or an in- 
terest therein, or a lien or encumbrance 
thereon, 

“Section 3. Any person, firm or corpora- 
tion who is not a regularly licensed attorney 
who does an act defined in this Act to be an 
act of practicing law, is guilty of a misde- 
meanor, and on conviction must be punished 
as provided by law. And any person, firm or 
corporation who conspires with, or aids and 
abets, another person, firm or corporation 
in the commission of such misdemeanor must, 
on conviction, be punished as provided by 
law.” 


WILL OF “PHILADELPHIA’S RICHEST 
WOMAN” 

The will of the late Mrs. Anne Weightman 
Walker Penfield, widow of Frederick Court- 
land Penfield, who was United States Am- 
bassador to Austria-Hungary during the early 
years of the World War, disposes to rela- 
tives and various educational institutions an 
estate valued at between $15,000,000 to $20,- 
000,000. Prior to the severe contraction of 
the past two years in real estate and security 
values the fortune of Mrs. Penfield was esti- 
mated at around $60,000,000 and she was gen- 
erally regarded as Philadelphia’s richest 
woman. The bulk of the estate is left to ten 
relatives. Trust funds of $100,000 each are 
established for the University of Pennsyl- 
vania and New York University to maintain 
scholarships for studies in diplomacy, inter- 
national affairs and belles lettres. 

Henry S. Hotchkiss has been elected vice- 
president of the American Bank & Trust 
Company of Richmond, Va. 
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TRIBUTE AND ENGROSSED TESTIMONIAL TO LESLIE G. McDOUALL 
AS A LEADER IN THE LIFE INSURANCE TRUST MOVEMENT 


As a tribute to the position he occupies 
in the life insurance trust movement in New 
Jersey and New York, Leslie G. MecDouall, 
associate trust officer of the Fidelity Union 
Trust Company, Newark, was tendered an 
honorary luncheon on February 15th by the 
Newark Life Underwriters Association at 
which an exquisite engrossed testimonial was 
presented to Mr. McDouall bearing the sig- 
natures of Newark life underwriters. 

This expression of affection and apprecia- 
tion is typical of the position Leslie McDouall 
holds in the insurance trust movement. His 
company has been a leader in the movement 
in New Jersey since its inception. Mr. Mc- 
Douall personally was a member of the first 
Life Insurance Committee of the Trust Com- 
pany Section of the American Bankers As- 
sociation. He has been made chairman of 
the 1982 Committee of the Division and the 
oceasion of the luncheon was a commemora- 
tion of this appointment. Mr. McDouall is 
an honorary member of the New Jersey 
Life Underwriters Association and was ac- 
tive in its formation. The position which 
his company occupies in Newark should be 
an inspiration to others engaged in the life 
insurance trust movement. 


4 Beste €@eBmuall — 


Coust Officer 
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TESTIMONIAL TO LESLIE G. MCDOUALL AS A 
LEADER IN THE LIFE INSURANCE TRUST 
MOVEMENT 


The Newark Life Underwriters Association 
invited for the luncheon the members of the 
1932 Life Insurance Trust Committee of the 
Trust Division of which Mr. McDouall is 
chairman. Those at the speakers’ table were: 
Alexander F. Gillis, Provident Mutual Life 
Insurance Company, Newark, chairman; Er- 
nest D. Finch, Missouri State Life Insur- 
ance Company, president of the Life Under- 
writers Association of Northern New Jersey, 
Newark; W. Reginald Baker, Mutual Life 
Insurance Company of New York; Albert W. 
Olson, Massachusetts Mutual Life Insurance 
Company, secretary of the Life Underwriters 
Association of Northern New Jersey; James 
M. Cyphers, Connecticut General Life In- 
surance Company; Rev. J. W. MecDouall; 
Judge Thomas C. Hennings, president of the 
Trust Division of the American Bankers As- 
sociation, and vice-president of the Mercan- 
tile Commerce Bank & Trust Company of St. 
Louis; Henry E. Sargent, secretary of the 
Trust Division of the American Bankers As- 
sociation, New York City; Frank G. Sayre, 
vice-president and trust officer of the Penn- 
sylvania Company for Insurance on Lives 
and Granting Annuities, Philadelphia; Har- 
vey Weeks, assistant vice-president of the 
Central Hanover Bank & Trust Company of 
New York; Joseph W. White, trust officer of 
the Mercantile Commerce Bank & Trust Com- 
pany of St. Louis; Horace K. Corbin, vice- 
president, Fidelity Union Trust Company, 
Newark; and Charles F, Ellery, assistant 
secretary, Fidelity Union Trust Company. 


TRUST BUSINESS OF FIDELITY UNION 
TRUST COMPANY 

Interesting information as to the growth 
and character of trust business of the Fidel- 
ity Union Trust Company of Newark, N. J. 
is presented in the annual report for 1931 
by the president, J. H. Bacheller. Total 
amount of personal trusts in the trust de- 
partment at the close of the year amounted 
to $185,581,000, an increase of $9,334,000 for 
the year. Amount of insurance trusts at 
close of year was $39,969,000, an increase of 
$7,124,000 for the year. Total amount of 
corporate bonds and trusts was $333,370,- 
000, a decrease of $32,909,000. New trust ac- 
counts to the number of 310 were accepted, 
of which 27 were transfers from executor to 
trustee, leaving 283 new accounts and total 
trust accounts of 2,247. 
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(Epitor’s Note: At the recent Mid-Winter Trust Conference in New York there was 
made available to corporate fiduciaries the final report of the Committee on Costs and 
Charges of the Trust Division, American Bankers Association. The report summarizes 
three years of arduous labor by the committee, embracing a comprehensive and revised 
schedule of charges for types of trust services that lend themselwes to uniformity, a 
description of a recommended cost accounting system based upon nationwide study and 
questionnaire and the results of the application of this cost accounting system. The 
information and recommendations contained in this report represents an important 
advance in predicating adequate trust fees on a scientific system of cost ascertainment. 
Mr. Theis, in his address at the Mid-Winter Trust Conference discusses some of the results 
of the work of his committee.) 


REAT changes have taken place since tive of trust departments have experienced 
I first appeared before you two years enormously increased expenses. Therefore, 
ago to present the initial report of today a study of costs and charges has a dif- 
the Committee on Trust Costs and Charges. ferent meaning to trust men from that of two 
To many at that time this first report, and Years or more ago. It presents something 
the steps to be taken leading to the final re- that is real and vital to all trust depart- 
port, were merely of academic interest. The ments. For this reason it was perhaps for- 
thoughts uppermost in the minds of most tunate that the leaders of the Trust Division, 
trust men then were how to get new busi- Several years ago, asked a committee to 
ness, and still more new business. Every- make a study of this question and to present 
thing was running smoothly. The trust busi- 
ness was looked upon as the finest and most 
beautiful business that ever existed. All 
you had to do was to get it on your books. 
After that it took care of itself. Security 
values were going up. Corporate failures 
were few. Everybody was making money. 
Bills for services were promptly paid. People 
just would not believe that in trust business 
there was such a thing as responsibility and 
grief. 


Effect of Adverse Conditions on Trust 
Business 

Then the reaction hit the economic world 
with lower prices, loss of confidence, busi- 
ness troubles, failures and generally adverse 
conditions. Problems and difficulties that 
were never dreamed of confronted trust men, 
and heretofore unseen possibilities of losses 
revealed themselves. The cost of operations 
under such conditions, naturally, increased 
in varying degrees, according to the extent 
to which trust departments had wandered 
from first principles, and ventured into new 
ind untried fields. Even the most conserva- HENRY A. THEIS 
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a report as soon as possible, for such a re- 
port is now available; at the very time when 
the need for it is great. 

In my work on the Committee on Trust 
Costs and Charges I have been in close 
touch with many trust departments all over 
the country, and it seems to me that possibly 
due to the newness of the business and the 
great drive for volume; frequently insuffi- 
cient care has been exercised in fixing fees 
for the various types of business accepted, 
and that there has been an inadequate un- 
derstanding of the value of the services ren- 
dered, especially in the out of the ordinary 
accounts. The experience gained in this de- 
pression will probably go a very long way 
in curing both these deficiencies. 


Quality of Trust Service Depends on 
Compensation 

It is an economic fact, and not even the 
trust departments can escape it, that a pro- 
fession or an industry to do good work must 
prosper. Otherwise, the quality of the ser- 
vice or product must sooner or later degen- 
erate. We have in the past seen this hap- 
pen among tractions, railroads, industrials 
and individuals. It is essential, therefore, 
that if our trust departments are to serve 
our public well, and the public must always 
come first in our considerations, they be set 
up as profit making departments. No 
a person than former Chief Judge Cullen of 
the New York Court of Appeals said, in one 
of his opinions, ‘Except where it is a matter 
of affection or duty, the services rendered 
without pay are generally worth no more 
than what is paid for them.” He might with 
equal effect have said, “Services rendered 
without sufficient pay.” 
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Without a cost accounting system how can 
you tell whether or not your trust depart- 
ment is making adequate profits? If your 
department is not making a reasonable show- 
ing, one of several things is wrong and should 
be corrected. Either expenses are too high, 
free services too many, or the schedule of 
charges too low, or a combination of any or 
all three. Unless the department is brought 
up to a proper earning basis, the quality of 
its services is bound in time to deteriorate. 
This, of course, is something to be avoided 
if we are to hold and enlarge cur influence 
in the social and economic life of the country. 

At the present time the public is growing 
continuously more conscious of the advan- 
tages held forth by the corporate fiduciary 
and is entrusting in a greater degree its 
fiduciary business to the corporate fiduciary. 
We cannot, therefore, fail in the quality of 
the service we are going to render, and in a 
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large degree the quality of the service is go- 
ing to be measured by the profits we make. 


Comprehensive Report on Trust Costs 
and Charges 

The final report of the Committee contain- 
ing a summary of its three year study, a 
comprehensive schedule of charges for as 
many of the services as lend themselves to 
schedules, a description of a cost accounting 
system, and the results of the application of 
this cost accounting system to a number of 
banks scattered all over the country, is 
completed. It is too voluminous to be pre- 
sented in detail before this conference. 
Therefore, it has been printed in book form 
and may be had by application to the Trust 
Division. The Trust Division, in accordance 
with its accepted policy, will make a small 
charge to cover the publishing expenses. 

Anyone who reads and studies the report 
will, I believe, be convinced that the up-to- 
date trust department of the future will: 

1. Initiate and maintain a cost accounting 
system at all times; 

2. Operate under a definite fee schedule for 
all of the various types of trust services that 
lend themselves to schedules—this schedule 
to contemplate minimum fees for normal 
services ; 

3. Apply that schedule of charges impar- 
tially and uniformly to all customers alike; 


4. Carefully appraise the value of the ser- 
vices performed under all unusual accounts 


among those classifications for which mini- 
mum schedules have been adopted, and fix 
higher charges accordingly ; 

5. Carefully appraise the value of the ser- 
vices performed under all types of accounts 
for which it has as yet been impossible to 
devise schedules, and fix charges to produce 
reasonable profits. 

le x7 
“THE OLD NORTH STATE” 

As affirmation of its belief and confidence 
of North Carolina, the Wachovia Bank & 
Trust Company of Winston-Salem, is publish- 
ing in the leading papers of “The Old North 
State,” a series of attractive advertisements 
portraying some of the outstanding factors of 
North Carolina’s strength, solidity and re- 
sources. The first advertisement of the 
series alludes in passing to power resources, 
minerals, diversified, agriculture and indus- 
tries which afford topics for individual 
themes. “Because people in other states are 
sure of North Carolina’s future,’ to quote 
part of the text, “its population increased 
23.9 per cent in ten years, 1920 to 1930—sev- 
enth in rate of growth for entire country.” 
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LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 











Paid to Policyholders and Their Beneficiaries, $87,743,766.56 


Or $1,687,380.00 average per week (Including dividends totaling $19,585,230.38 
which represented the regular general scale employed for policyholders’ annual 
reduction of cost.) 


New Insurance Paid-For, $624,132,060.00 
Equaling 94% of the total paid-for in 1930 


Insurance in Force, $3,612,880,300.00 An increase of 244% over 1930 aggregate. 





FINANCIAL CONDITION, DECEMBER 31, 1931 


Bonds and stocksowned ..... $180,490,552.00 Policy Reserve $522,220,800.00 


(Insurance Department stan- Reserve for Dividends to policy- 
dard of market valuation) holders (payable in 1932)...  20,692,929.83 


Stocks owned are valued at 


$25,340,654.00, of which all Death and Endowment Claims 


but $3,773,675.00 are pre- in settlement 
ferred or guaranteed. Deposits and other items await- 
Real Estate Mertgagesheld .. 207.366,058.16 __‘ECtterermetyerdus.....  IS/SPR005.1E 
rare - Prepaid premiums, interest and 
Loans on Company's policies.. _ 79,310,640.58 eundry items including re- 
Cash in banks and office, Real serve for taxes 5,379,219.40 


Estate, Interest and Rents Special Reserve for Asset Fluc- 
due and accrued... . 49,045.686.36 tuation and Amortization... 5,000,000.00 


15,065.195.99 General Safety Fund 43,825,815.93 
$621.278,133.09 Total Liabilities $621,278,133.09 


Increase of Assets during 1931, $37,156,319.68 
COnlle~<, Carn. 


Over 370 offices in 37 states and jurisdictions are available for 
the life insurance service offered by this Company 





4,259,982.82 








For information telephone your John Hancock agent 
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Annual Statements January 1, 1932 


THE TRAVELERS 


Hartford, Connecticut 


L. EDMUND ZACHER, PRESIDENT 


THE TRAVELERS INSURANCE COMPANY 
Sixty- eighth Annual Statement 








AssETS Reserves AND ALL OTHER LIABILITIES 
United States Government Bonds $70,932,415.00 Life Insurance Reserves . $537,068,053.57 
Other PublicBonds . . . . 92,702,718.00 Accident and Health Insurance 
Railroad Bondsand Stocks . . 79,758,966.00 Reserves... .  9,283,694.15 
Public Utility Bonds and Stocks. 76,544,360.00 Workmen’s Compens: ition and 
Other Bondsand Stocks . . . 48,154,903.00 Liability Insurance Reserves 49,656,736.70 
First Mortgage Loans. . . . 115,921,897.85 Reserves for Taxes. . Bs ekenee. 
RealEstate. - + -« « seGIS BIT G2 Other Reserves and Liz abilities . 2,619,046.98 
Loans on Company’s policies. . 106,171,003.04 *Security Depreciation Reserve. —_7,726,633.00 
Cashonhandandin Banks . . 12,103,472.32 Special Reserve . 9,340,996.50 
Interest accrued - « _Steaelse Capital. . $20,000,000.00 
Premiums due and deferred . . 28,331,806.50 Sutplus . .  22,353,797.52 
AllOtherAssets . . . . . 251,306.36 ee See Se 


Tora. a ee _ $661, 521,006. 97 Tors AL $661 ,521,006.97 











THE TRAVELERS INDEMNITY COM PANY 


Twenty-sixth Annual Statement 











ASSETS | RESERVES AND wr Orner LiaBi.ities 

United StatesGovernment Bonds $1,715,282.00 Unearned Premium and Claim 

Other Public Bonds . ee 2,165,135.00 Reserves ne Xia . $9,649,196.70 
Railroad Bonds and Stocks ._. 3,119,595.00 Reserves for Taxes. 298,394.71 
Other Bonds and Stocks . . . 9,909,337.00 | Other Reserves and Liz abilities . 517,390.61 
First Mortgage Loans. . . 312,500.00 *Security Depreciation Reserve. 661,853.00 
Cashonhandandin Banks . . — 1,730,823.36 Special Reserve ; 2,275,698.40 
Premiums in Course of Collection 2,017,157.56 Caota. <. . $3,000,000.00 

Interestaccrued . ... . 100,567.54 Surplus. . . . 4,667:918.04 

AllOtherAssets . . . . 54.00 ~~ i e OLS 


Tor AL. as $21, 070, 451. 46 Tor AL a $21, 1070, 451. bad 








THE TRAV ELERS FIRE INSURANCE COMPANY 
Eighth Annual Statement 











AssETS | RESERVES AND ALL OTHER LIABILITIES 

United StatesGovernment Bonds $2,090,324.00 Unearned Premium and Claim 

Other Public Bonds. . eS 1,246,570.00 Reserves eo $10,078,455.09 
Railroad Bondsand Stocks . . 2,755,528.00 | ReservesforTaxes . : 256,770.09 
Other Bondsand Stocks. . . 6,456,539.00 Other Reserves and Liz abilities . 45,483.13 
First Mortgage Loans. . . . 250,000.00 *Security Depreciation Reserve 519,756.00 
Cash on hand and in Banks 1,756,259.49 Special Reserve ees 1,181,435.05 
Premiums in Course of Collection 1,205,015.14 Capital. . . .$2,000,000.00 

Interestaccrued . . . 129,835.06 | Surplus. . . 1,828,605.22 

AllOtherAssets . . .. . 20,433.89 3,828,605 .22 


Toran tt $15 ,910,504.58 | Toran _  $15,910,504.58 

















* Basis al uation of securities is the National Con vention of Insurance Commissioners valuations adjusted by security depreciation reserves. 


MORAL: Insure in THE TRAVELERS 
MORE THAN FIFTY FORMS OF INSURANCE AVAILABLE 


LIFE + ACCIDENT LIABILITY AUTOMOBILE HEALTH + STEAM BOILER COMPENSATION WINDSTORM 
GROUP + AIRCRAFT + FIRE + PLATEGLASS - BURGLARY ° MACHINERY ° INLAND MARINE 
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MODERNIZING LAWS GOVERNING INTESTACY AND 
DEVOLUTION OF PROPERTY 


OPPORTUNE TIME FOR CONSTRUCTIVE LEGISLATION 


RICHARD G. STOCKTON 


Vice-president, Wachovia Bank and Trust Company of Winston-Salem, N. C., and Member Committee 
on Fiduciary Legislation, Trust Division, A. B. A. 


(Epiror’s NoTE: Recent experience has given emphasis to the prime need for con- 
structive and more uniform legislation in the respective states designed to release the 
laws governing intestacy and devolution of property from uncertainty, illusions and 
entanglements. Mr. Stockton showed, in his meritorious address at the recent Mid- 
Winter Trust Conference, that the trend of intestate legislation is toward abolition of 
distinction between real and personal property; abolition of dower and curtesy and 
distribution to closer relatives by carefully phrased statutes. His survey of this subject 
may well be regarded as a classic, setting forth the historical background against modern 
trends and demands for protection and justice in property and estate distribution.) 


ULLY realizing the importance of a and personal property were made to vest in 
well-considered and legally prepared the surviving spouse. The two systems of 
will, it is only natural that trust men devolution of real, as distinguished from per- 
should feel it their duty constantly to urge sonal, property were merged into one sen- 
on their clients the advisability and necessity sible line of descent and distribution, and 
of making wills in order that their life ac- other important changes, which we will later 
cumulations may be of the most benefit to discuss, were made. Ohio’s new Probate 
their families, kin, or objects of benevolence. Code just last month became effective. Un- 
No matter how great a zeal we display in der its provisions interests in the intestate 
performing this duty, a large number of peo- 
ple will continue to die intestate. Whether 
the statutes of our particular state regulating 
the devolution of intestate property best de- 
termine the natural desires of the majority 
of our people is, and should be, a matter of 
deep concern to us. Also recognizing our re- 
sponsibility to encourage and remind our 
clients to keep their wills, once made, up to 
date, in order to meet changing conditions, 
we should at the same time feel an obliga- 
tion to take a real interest in bringing up 
to date the “will of the body politic.” 


Modernizing Law as to Devolution 
of Property 

England and some of our states have al- 
ready accomplished this. Effective January 
1, 1926, the “Administration of Estates Act, 
1925,” “The Trustee Act” and “The Law of 
Property Act,’ generally known as the Bir- 
kenhead Acts, fundamentally changed in 
England the law of wills, the law of prop- 
erty and, what we in this discussion are more 
particularly interested in, the succession of 
heirs and distributees. New York in 1929 
completely rewrote its intestate succession 
statutes. Dower and curtesy were abolished, 
Just and substantial interests in both the real RicHarpD G. STOCKTON 
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estate are given outright to the surviving 
spouse in lieu of dower and curtesy. For the 
old canons of descent and statute of distri- 
bution is substituted one common rule or 
Statute of descent and distribution under 
which the whole property of whatever nature 
passes to those closest to the intestate. 

But in disregard of changed conditions, 
both social and economic, a great many of 
our states have clinung, in varying degrees, to 
a legislative disposition of intestate estates 
that was enacted over a hundred years ago. 
The wording of these statutes in some cases 
is such that it is impossible for a layman to 
understand them, and even lawyers find un- 
certainties in their meaning. 


Historical Background—Real and 
Personal Property 

Let us look for a moment at the historical 
background out of which the canons of de- 
scent and statutes of distribution arose. We 
find that the common law rule of the inheri- 
tance of real estate came through the feudal 
law of England, while the statutes of distri- 
bution of personal property were derived 
from the Roman Law and were administered 
in England by the Ecclesiastical Courts until 
1857 when the jurisdiction of these matters 
was transferred to the newly set up Probate 
Court. 

When we think of the conditions existing 
in England, out of which this common law 
rule of inheritance grew, it is easy to under- 
stand the sanctity thrown around real estate 
and the then necessity for the canons of de- 
scent. In those times the basis sf wealth and 
power was the landed estate. The strength 
of the government was dependent upon its 
inheritance under the Feudal System by 
those who could support and defend the gov- 
ernment. Therefore a system of devolution 
of real property, which guaranteed fealty and 
loyalty to the government, was but natural. 
Later, when the feudal system was no longer 
necessary to maintain the strength of the 
government, the canons of descent were ad- 
hered to in order to keep the great landed 
estates intact, and in the line of blood 
through which they came. The canons of 
descent set up the rule of primogeniture ; pri- 
ority of males, dower and curtesy, and in- 
equality between rights of husband and wife. 

Anciently the King took all personalty, 
which right was often granted to lords of 
manors and others. Later the Crown vested 
this right in the Church, whose officers took all 
the personalty, except the reasonable parts 
of the widow and children, The Church offi- 
cials were accountable to no one, not even 
to creditors. By Statute Westminster II the 
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Churchmen were required to pay decedent’s 
debts to the extent of assets, but retained 
the surplus. By Statute of 31 Edward III 
the Church was required to appoint the near- 
est of kin of decedent, as determined by the 
Civil Law, as his administrator. Until the 
Statutes of 22 and 23 Charles II—the first 
real statute of distribution—the surplus, aft- 
er payment of intestate’s debts and the rea- 
sonable parts of the widow and children, was 
practically the property of the administrator. 
These Statutes, however, required such sur- 
plus to be distributed among the family and 
kindred of the intestate in the proportions 
fixed therein. 


Changes in Fundamentals of Succession 

Most of our states inherited from England 
the following general principles governing 
the devolution of the estate of an intestate: 

First.—The real estate of an intestate vest- 
ed immediately in his heirs-at-law, while the 
personal property vested in the administrator 
for the benefit of the next of kin. The canons 
of descent determined the heirs-at-law, while 
the statute of distribution fixed those who 
inherited as next of kin. 

Second.—In determining the heirs the rule 
of primogeniture applied, the male took pri- 
ority over the female, the surviving spouse 
was not an heir. the whole-blood took to the 
exclusion of the half-blood, descendants and 
collateral heirs received the realty instead of 
ascendants. 

Third.—The interest in the real estate of 
the surviving spouse, by virtue of the marital 
relationship, was limited to the estate of 
dower and curtesy in cases of intestacy, and 
in the case of a will the widow only was 
given the right to dissent and take her dower 
interest in the realty. 


Descent and Distribution 

The States of Delaware, Kentucky, New 
Jersey, North Carolina and Tennessee, and 
the District of Columbia still recognize the 
distinction between real estate and personal 
property and adhere to the common law dis- 
tinction between the descent of real estate 
to heirs-at-law and distribution of personal 
property to the next of kin. In the remain- 
ing forty-three states and England this dis- 
tinction between real and personal property 
has been largely discarded, and in the case 
of intestacy the estate descends and is dis- 
tributed without regard to the nature of the 
property. Ten of these states, however, have 
retained important variations as to succession 
of real as compared to personal property. 

There is no good reason today for a rule 
that where no issue survive, the inheritance 
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TABLE NO. 1 


NORTH CAROLINA * NEW YORK * ENGLAND 
HUSBAND 


receives 


| Personal chattels and 
£1000, plus residuary estate 
| in trust for life 


Personal property 
(all that remains 
after payment of debts) 


$5,000 and % 
Where wife of residue 
dies intestate Peete in? 
sell " 
HUSBAND (no PARENTS ; % of estate in | 


COMPARISON 
INTESTATE SUCCES- 
310N AMONG NEAREST 
RELATIVES 


Remainder interest in whole _ 
estate (in excess of £1,000) 


( Nothing . f $5,000 
issue born alive) receive excess of $6, _|_ripening at death of husband. _ 


PARENTS beg : “Real estate ‘et 
ae NEPHEW (Free of encumbrance 

7 receives if personalty is 
sufficient 


Nothing Nothing 


* Distinction between real and personal property has been abolished. 


TABLE NO. 2 


NORTH CAROLINA *NEW YORK * ENGLAND 


————— 
Where there 
survives in 
addition to 
the es . 
ISSUE : 
only OTHER KIN 


Realty except dower or curtesy. % 

ees Personalty—All but child's part 

THE ISSUE | (except where widow and 1 child 
z | or its issue—%) 

RECEIVES |—— eee - 


| Whole estate Whole estate 


in statutory trust until of age 
or married, then outright; also 
remainder interest in the % on 
trust for spouse 


A SPOUSE | % of estate 


All in statutory trust until o of age 
or married, then outright 


or curtesy in realty. ~ Personal chattels “and £1,000 plus 

-Child’s part (except | % estate in trust for ‘life (in- 

% of estate } creased by subsequent failure of 
|_trust for issue) 


Personal chattels and "£1000 plus 
residue in trust for life 


| Dower 

ISSUE Personalty 
widow takes % if 1 child or its 
issue) 

| Dower or curtesy in realty. 
Personalty—‘ if widow, all if 
husband 
Dower or curtesy m realty. 
Personalty—'z if widow, all if 
husband 


Whi there PARENTS | soe and % of resi- 
ere “s 
survives in 


addition to + BROTHERS, SISTERS 
OR DESCENDANTS ' —s 

a SPOUSE 

SPOUSE GRANDPARENTS OR | sei cael Dower or curtesy in realty. 
UNCLES AND AUNTS | RECEIVES Personalty—“% if widow, all if 

only | 7 husband 


— Dower or curtesy in realty. Per-_ 
OTHER KIN sonalty, '¢ if widow, all if hus- 
band 


THE $10,000 and % of resi- | Personal chattels and £1,000 plus 
due | residue in trust for life 
| “Persenal chattels and £1, 000 ple 


Whole estate residue in trust for life 


Whole estate Whole estate outright 


"NO KIN 





Where there 
survives in 
addition to 


PARENTS 


} 


only 


Where there 
survives 

in addition 

to the 
BROTHERS 


SISTERS or 


ISSUE 


A SPOUSE 


BROTHERS, SISTERS 
OR DESCENDANTS 
OTHER KIN 
ISSUE 
PARENTS 


+A SPOUSE 





| 
THE 


PARENTS 


OR THE 
SURVIVOR 
RECEIVES 


THE 


BROTHERS 
SISTERS 


OR 


Whole estate 


Nothing 


Realty except dower or curtesy 
(if no brothers, sisters or their 
descendants) 

Personalty — % where widow, 
nothing where husband 


Personalty but no realty 
Whole estate 
Nothing 
Realty but no personalty 
y except dower or curtesy._ 


where widow (if 
none where hus- 





| Whole estate 


Nothing 


| \% of estate in excess 
| of $5,000 
Whole estate 
Whole estate 
Nothing 
Nothing 


% of estate in excess 
of $10,000 


; Whole estate outright 


Nothing _ 


Remainder interest in whole es- 
tate (in excess of £1,000) ripen- 
ing at death of spouse 


Whole estate outright 
Whole estate outright 
Nothing 
Nothing 


Remainder interest in whole 
estate (in excess of £1,000) ripen- 


DESCENDANTS 
RECEIVE 


DESCENDANTS 
only OTHER KIN 


¢ Descendants of brothers and sisters in New York limited te nephews and nieces 
t 


s ag - 
istinction between real and personal property has been ab hed 


ing at death of spouse 

Whole estate Whole estate outright 

n Ne w York no distinction made between whole-blood and half-blood of 
legree; in North Carolina whole-blood preferred as to ancestral real 

tate ae in England whole-blood preferred as to whole estate. 


| shows comparison of distribution under common law in North Carolina with 


modernized statutes of New York and England 


Table 2 gives comparison of intestate succession among nearest relatives 


by brothers and sisters or by the parents de- 
pends entirely on the mere chance of whether 
the estate consists of real estate or of per- 
sonal property. How many property owners, 
who neglect the important duty of making 
a will, would desire the disposition of their 
estates to be based entirely upon the char- 
of the property? This seems to me an 
entirely erroneous and out of date criterion 
upon which to base the succession of an 
estate. The average person desires the en- 
joyment of his estate by those nearest of 
kin in proportion to the amount of his estate. 
Then why should not the state make a better 
effort to live up to the axiom that its statutes 
represent “the will of the governed” and dis- 
card this antiquated distinction and provide 
for the distribution of an intestate’s estate 
to the closest in blood and in suitable propor- 
tions based on its total value, regardless of 
What kind of property it is? 

From the standpoint of the administration 
of the estate one system of intestate succes- 
sion would certainly insure a much more 


acter 


practical and just distribution. The prin- 
ciple of equitable conversion, which is not 
contemplated or understood by the average 
citizen, would be discarded and could no 
longer harass an administrator. It would no 
longer be possible for the doctrine of exon- 
eration of realty, recognized at common law, 
and in some of our states still not changed 
by statute, to take all the personal property 
which should have gone to the parent in or- 
der to give the brother real estate with an 
unencumbered title. 


England has so far abolished all distinction 
between real estate and personal property 
that under the present statute actual title 
to the real estate, as well as personal prop- 
erty, vests in the administrator of an intes- 
tate estate. In England the administrator 
conveys the net real estate as it distributes 
the personal property. New York does not 
go this far and it is doubted if any of our 
states would change their present system of 
vesting title to the real estate in the benefi- 
ciary, subject to the administration. But if 
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we could forget the purely historical basis 
of much of property law long enough to 
evolve new rules of intestate succession, in 
the light of past experience and present ac- 
tual conditions, no adequate reason could 
be advanced in support of a rule that would 
prevent an administrator from immediately 
taking possession of the real estate as well 
as the personal property, charged with the 
responsibility of managing and conserving 
the real estate during the period of adminis- 
tration—collecting rents, making leases, pay- 
ing taxes, keeping up insurance, as much as 
the duty of conserving the personal property. 
He should also be given the authority to sell 
or mortgage land in the proper administra- 
tion and distribution of the estate, at least 
with the approval of the court, and thus avoid 
the present expensive and involved partition 
and other real estate proceedings. 


Who Inherits 


In no state is the rule of primogeniture 
still recognized. In no state does the male 
child have preference over the female, but 
in some states the father is given priority 
over the mother, and among collaterals the 
male over the female. 


In a great many states the surviving spouse 
is still not recognized as an heir except just 
before the real estate would escheat. In 
Virginia, for example, under its original stat- 
ute enacted October 1, 1785, prepared largely 
by Thomas Jefferson and described as ‘‘a mas- 
terpiece of legislation’? neither the surviving 
wife nor husband was the heir of the other, 
“unless no other heir in the world existed.” 
By amendment in 1922 if there are no chil- 
dren, no father or mother, no brother or sis- 
ter and no descendant of any such, then the 
whole of the real estate goes to the surviv- 
ing husband or wife of the intestate. In 
Wisconsin, on the other hand, the surviving 
spouse inherits the real property in the ab- 
sence of children or lineal descendants. 

While England and a few states in this 
country still give preference to kin of whole- 
blood over the half-blood of the same degree, 
most states limit this priority to ancestral 
real estate. Ohio is the most recent of sev- 
eral states to entirely abolish this distinction 
even as to ancestral property. 

Whereas at common law real estate could 
never ascend, even if an escheat resulted, a 
great many states still do not permit it to 
ascend where there are any surviving col- 
lateral kin, no matter how remote. The pres- 
ent tendency, however, is to permit real es- 
tate to ascend to the father and mother, in 
the absence of issue or surviving spouse. 
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Some states give brothers and sisters priority 
over parents. 


The need for a revision of existing laws in 
those states still closely adhering to the com- 
mon law can be illustrated by the following 
case: In North Carolina a married woman 
dies intestate, having had no children born 
alive, but leaving surviving parents, a hus- 
band, and a son of a deceased sister. Her 
estate consists of very valuable real estate, 
on which she had placed a mortgage of $10,- 
000, and a small personal estate. The entire 
personal estate would be used in exonerating 
the realty, the nephew receiving the entire 
estate to the exclusion of the parents and 
husband. 

This, as compared to the distribution ef- 
fective under the modernized statutes of New 
York and England is set out in Table 1. Tak- 
ing North Carolina as an example of the old 
common law states, and New York and Eng- 
land, with their modern statutes, Table 2 
gives a comparison of intestate succession 
among the nearest relatives. 


Dower 


While at common law the widow was not 
recognized as an heir and allowed to inherit 
in fee, is she not adequately provided for by 
her right of dower, which is still recognized 
as at common law in eleven states, while 
twelve and the District of Columbia have a 
regulated form? I believe the average per- 
son thinks so, because it is commonly under- 
stood to mean a one-third interest in the real 
estate in fee. Most of us have had the ex- 
perience of having to convince the married 
man that unless he made a will, as he should, 
his widow will only get one-third interest in 
real estate for life. And how many widows 
have awakened to the realization that as life 
tenant of a third of unproductive real estate, 
their share at law of the real estate, carrying 
with it the legal obligations of a life tenant, 
is a liability rather than an asset? 


While an inchoate right to dower existed 
prior to death in behalf of the wife, this in- 
sures no adequate protection to the wife but 
rather unnecessarily clogs up the alienation 
of real estate. It is a strange rule that per- 
mits a husband to dispose of a million dollars 
worth of personal property during his life 
without the joinder of his wife, but requires 
her signature and acknowledgment before a 
notary, free and apart from her husband, 
should he wish to convey a five-hundred- 
dollar lot. Although those states which still 
recognize dower inherited this system from 
England, the inchoate right of dower as a 
restraint of the husband’s conveyance was 
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abolished in England by the Dower Act of 
1833. By abolishing dower in those states 
which still recognize it, and substituting a 
just proportion of the real and personal prop- 
erty of the intestate, the desires of the aver- 
age person would be carried out and at the 
same time the expensive and complicated pro- 
cedure for the allotment of dower, establish- 
ment of its present value, ete., would be 
avoided. 

The great weight of authority holds that 
a married woman’s right to dower in her hus- 
band’s real estate is, during the coverture, a 
mere inchoate right which may be abridged 
or taken away by statute at any time before 
the death of the husband. Under the New 
York Statute, inchoate rights of dower exist- 
ing prior to September 1, 1929, are permitted 
to remain if the widow should elect to take 
dower, while the right of dower in any lands 
whereof her husband became seized of an 
estate of inheritance subsequent to August 
31, 1929, was abolished. Unless the decisions 
of that particular state hold contrary to the 
weight of authority above quoted, a setting 
up of two systems, as New York did, could 
be avoided and a statute much more practi- 
eal of operation could be secured, if the in- 
choate right of dower were abolished in all 
real estate of which the husband was seized 
of an estate of inheritance during coverture, 
where his death occurred subsequent to the 
effective date of said statute. Ohio, by its 
new Probate Code effective January 1, 1932, 
took the unique course of abolishing vested 
dower, substituting an outright interest in 
both real and personal property, but retaining 
inchoate dower. The practical effect of this 
is that the signature of the wife to any con- 
veyance of real estate during the life of the 
husband would be required. 


Curtesy 

That the common law interests of the hus- 
band in his deceased wife’s real estate, where 
she dies intestate, made dependent upon the 
birth of a child, is the most antiquated and 
irrational survival of the canons of descent, 
is evidenced by the fact that it was either 
hever recognized or has been abolished in 
thirty-seven of our states and in England. 
The District of Columbia, New Hampshire, 
New Jersey, North Carolina, Rhode Island 
and Tennessee still have common law curtesy, 
except in New Jersey curtesy initiate has 
been abolished. The six remaining states, 
Virginia, Delaware, Kentucky, Oregon, West 
Virginia and Wisconsin have a regulated 
form of curtesy. 
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Dissent from Will 


In a case of a dissent from the will sev- 
enteen states, which have abolished curtesy, 
have provided for an election by the husband 
to take his distributive share against a tes- 
tamentary provision. Eight states, which 
have abolished curtesy, have a special statu- 
tory substitute for the surviving husband’s 
interest in the real estate of his deceased 
wife. Those states retaining common law 
curtesy, while they permit a widow to dis- 
sent from her husband’s will, do not allow 
the husband the same privilege. While this 
may be a proper recognition of the rule of 
life that the woman is entitled to the last 
word, it will not square with the familiar 
plea of the modern woman, “equal rights with 
the men.”’ 


But should either surviving spouse have 
the statutory right to inherit outright, under 
the intestate statute, property, the owner of 
which had, by his or her will, directed to be 
held in trust? A husband, after the strenu- 
ous efforts of a lifetime, accumulates an es- 
tate which, if judiciously invested and man- 
aged, will produce an income sufficient ade- 
quately to support his widow and children. 
During his life he did not take the time to 








WHERE close personal 
contact with executive 
officers is essential, send 


business of a financial 


or fiduciary nature to 


CHICAGO 
BAnkK of COMMERCE 
A TRUST COMPANY 
7 SOUTH DEARBORN STREET 
s Dearborn at Madison 





train his wife in business matters—perhaps 
she did not wish to become familiar with the 
details of investments, or was not capable of 
managing business affairs. Realizing all 
this he, under good legal advice, sets up 
a testamentary trust with an efficient cor- 
porate trustee and safeguards to his wife 
the enjoyment of his estate without the haz- 
ards or worry of its management. Probably 
because of advice from friends or relatives or 
because of traits against which the husband 
especially wanted to protect her, she as a 
widow elects, through a dissent, to take her 
share of his estate outright—to do with as 
she pleases, The New York Statute most 
wisely provides that she cannot do this, nor 
can a surviving husband, except where the 
value of the estate is $2500 or less. The 
terms of the trust still remain in effect as to 
the real and personal property in excess of 
$2500, the dissenting spouse receiving this 
part of the estate, if entitled to that amount 
outright under the intestacy statute, and the 
remainder in accordance with the terms of 
the trust as set up in the will. 


Procedure for Improvement 
Your Committee on Fiduciary Legislation 
fully realizes the stupendous task involved 
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in securing uniform legislation throughout 
the states on succession of intestate estates, 
but the example set by England, and espe- 
cially by our own States of New York, Penn- 
sylvania and Ohio, should be an inspiration. 

However we may be tempted to smile at 
some of the old customs today observed ten- 
aciously by our English friends, without any 
surviving excuse or reason, the trust men and 
lawyers of America will recognize the Birken- 
head Acts as being most modern and in har- 
mony with present-day conditions. The “Ad- 
ministration of Estates Act, 1925,” hereto- 
fore referred to, contains the unique and, in 
this country, unknown provision for statu- 
tory trusts. These trusts are set up under 
the statute for that part of the intestate es- 
tate going to the surviving spouse and to 
those under disability, the surviving spouse, 
however, receiving the chattels and one thou- 
sand pounds outright. 

A most interesting and thorough discussion 
of this Act is given by Gilbert T. Stephenson 
in Chapter Seven of his book, “English Exec- 
utor and Trustee Business.” In concluding 
this chapter Mr. Stephenson makes this in- 
teresting observation—‘ While the code of in- 
testacy was being drawn up, it is said, the 
Commission examined perhaps one thousand 
wills on file in Somerset House, England, to 
ascertain what the average Englishman does 
with his estate when he does make a will. It 
was found that he leaves his widow a sub- 
stantial legacy. If there are no children he 
leaves her the income for life and lets the 
principal, after her death, go to his own 
family. If there are children he leaves part 
of the income to her for life and the balance 
of the income to the children, and after her 
death has the principal divided among the 
children.” 


Statutory Improvements in Various States 

In 1915 the Governor of Pennsylvania ap- 
pointed a Commission to codify and revise 
the law of decedents’ estates. After two 
years’ work this Commission made its recom- 
mendations to the General Assembly of Penn- 
sylvania which, in addition to six other fidu- 
ciary acts, enacted what is known as the In- 
testate Act. Both lawyers and trust men 
agree that this legislation has given general 
satisfaction and has proven of tremendous 
benefit to its citizens. 

In 1927 the Governor of New York ap- 
pointed a Commission under the chairman- 
ship of Surrogate Foley. The thorough and 
painstaking recommendations of this Commis- 
sion, as set forth in its report in 1928, were 
submitted to and thoroughly considered by 
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Bar associations throughout the state. The 
Decedents’ Estate Law of New York, as a 
result, was enacted by the General Assembly 
of New York, effective September 1, 1929. 

It was upon the recommendation of “The 
Special Committee on Revision of Ohio Pro- 
bate Laws of the Ohio State Bar Association’’ 
that the Ohio Legislature enacted the com- 
plete new Probate Code effective January 1, 
1932, which we have mentioned. 

The State of Delaware, through its Gen- 
eral Assembly in 1931, authorized and di- 
rected the Governor to appoint a Commission 
of nine with the express duty “to investigate 
and to recommend as to the advisability of a 
revision of the laws of the State of Delaware 
affecting the descent and distribution of 
property of intestates, the duties and powers 
of executors, administrators, guardians, trus- 
tees, and other fiduciaries, and all other stat- 
utes of this state as the Commission may 
deem advisable for the purpose of modern- 
izing and simplifying the law relating to es- 
tates and trusts and the system for the de- 
volution of real and personal property, and to 
prepare proposed legislation for such pur- 
poses.” 

A great many other states have in exis- 
tence similar commissions to study and-make 
recommendations for the improvement of 
their respective state statutes generally. 

Following the lead of England, and of New 
York, Pennsylvania, Ohio, and other progres- 
sive states, should not those states which 
have clung to the common law rules give 
serious attention to the advisability of adopt- 
ing similar legislation and thus bring their 
intestate statutes up-to-date? In addition to 
changing rules of devolution, now out of date 
and undesirable, such a statute would re- 
move ambiguity and uncertainty as to the 
meaning of some of the existing intestate 
laws. 

Cooperation Between Committees 

While lawyers and trust men may not al- 
ways agree as to what constitutes “the prac- 
tice of law,” cooperative effort is now being 
put forth in drafting the substantive provi- 
sions of a statute governing intestate suc- 
cession, which it is hoped will finally have 
its appeal to the legislative bodies of those 
states still adhering to an antiquated system 
of devolution of intestate property. Of ne- 
cessity this statute will contain only suggest- 
ed provisions relating to the substantive law 
of the states, the provisions as to procedure 
and practice being left to the individual 
State commissions to be drafted by them in 
conformity to or amendment of their present 
Statutory provisions. This suggested statute 
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will contain appropriate provisions covering 
advancements, exemptions and year’s allow- 
ance to the surviving spouse, a discussion of 
which subjects time does not now permit. 
The amount of exemption and the year’s al- 
lowance and to whom allowed will probably 
always vary, as it does now in the several 
states, because of different local conditions 
and local ideas of what is necessary and 
proper. For example in ten states now the 
surviving husband is allowed the same ex- 
emption as is the widow. In all states prob- 
ably, under present conditions, the widower’s 
needs are about as real as are those of the 
widow. 

Your Committee on Uniform Fiduciary Leg- 
islation has received the active support of 
Professor George G. Bogert, chairman of the 
American Bar Association Committee on 
“Uniform Trust Administration Act.” Pro- 
fessor Bogert last fall organized a seminar 
at the University of Chicago Law School, 
composed of three law teachers, one prac- 
ticing lawyer, and five students. From their 
thorough study of intestate legislation sug- 
gested statutes have been evolved. A simi- 
lar work at the University of North Caro- 
linn Law School will be completed very 
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shortly. Aided by this thorough research 
work, our hope and expectation is that Pro- 
fessor Bogert’s Committee of the American 
Bar Association and your Uniform Fiduciary 
Committee can unite in recommending such 
a statute to the American Bar Association 
and the Trust Division, and through them 
to the various committees now at work on 
the modernization of the statutory law of 
their respective states. Before making their 
recommendations to the Legislatures, these 
committees, as was done in New York, Ohio, 
and other states, would secure the construc- 
tive criticism of the various local Bar asso- 
ciations throughout that state. 

Could a more opportune time be chosen for 
this effort? The recent age—though in ac- 
tual time only two years in duration—of 
wreck and ruin has made necessary general 
revision of wills and testamentary disposi- 
tions in order that the most closely related 
should receive every needed benefit. Just 
as necessary is a revision of the “legislative 
will” of those states which have not already 
brought that will up-to-date in order that 
the surviving spouse, or others most closely 
related to the intestate, may receive every 
just benefit. At no time was it more impor- 
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tant that our intestate legislation should be 
shorn of every uncertainty, deception, illu- 
sion, and entanglement. 


Recommendations 

In my opinion progress in this direction 
would be made if every state which has not 
already done so would 

First—Abolish the distinction, in intestate 
succession, between real property and per- 
sonal property. 

Second—Abolish dower and curtesy, sub- 
stituting the vesting outright of a just por- 
tion of the estate in the surviving spouse. 

Third—Protect the assets of a testamentary 
trust, in excess of a reasonable amount that 
should be distributed outright, against the 
election and dissent of a surviving spouse. 

Fourth—Provide reasonable support for 
the widow during the period of administra- 
tion. 

Briefly, our state statutes should, as sim- 
ply and clearly as possible, distribute an in- 
testate estate for the benefit and financial 
protection of those for whom the average per- 
son would most desire. The trend is definite- 
ly moving toward that goal. 
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or power provided the language of it is not 
ambiguous and provided, also, that the per- 


ITH the rapidly increasing amount 
of property that is held in trust in 


the United States, it becomes more 
and more urgently important that the trus- 
tee be clothed with such definite and com- 
prehensive authority as will enable him to 
handle the trust property to the best pos- 


son who drafted it had an imagination and 
a prophetic knowledge of business affairs 
that enabled him to anticipate all possible, 
or at least, all likely, situations. 
Unfortunately, most of the trust documents 


sible advantage. The ideal situation from the 
standpoint of efficiency would be to have the 
trustee as completely vested with authority 
in every respect as the absolute owner is in 
dealing with his property. Not only would 
it be to the advantage of the trust that the 
trustee be so empowered, but it would be to 
the advantage of the public in dealing with 
a trustee. The trustee has now become the 
active business man of affairs who is com- 
peting in the business world with owners of 
property whose authority to deal with the 
publie cannot be questioned or even doubted. 

Whatever will make for efficiency in prop- 
erty management by a trustee and will facili- 
tate property transactions in the most expedi- 
tious manner at the least expense to the trust, 
With the greatest benefit to the beneficiaries, 
With the greatest assurance to third parties 
and with the least hazard to the trustee 
should be welcomed by everyone. 


under which we administer trusts have not 


Three Sources of Trustee Authority 
We recognize three sources of authority of 
trustees in dealing with trust property: First, 
the trust document; second, the court hav- 
ing jurisdiction of the trust; and, third, the 
statutes of the domicile of the trustee. Each 
source has some advantages not possessed ali ES 
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been drawn by any such person and most of 
them give only fragmentary authority and 
in more or less ambiguous language. It is 
too much to expect that the ‘author of the 
document can anticipate all of the problems 
that the trustee will meet in the administra- 
tion of a trust that may not begin for twenty 
years after the document is drawn and that 
many last for a still further term of fifty 
or more years. We will never find that 
trust documents furnish us with the clear- 
cut and definite authority that we are likely 
to require. 


Difficulties in Relying Wholly upon Court 
Authority 

There are objections to relying wholly 
upon court authority. One difficulty with 
court authority is that the court usually 
speaks after the trustee has taken action 
and in the light of subsequent events is in 
a position to criticize or condemn the action 
of the trustee rather than to guide it or 
commend it. Asking for the court’s interpre- 
tation or direction before the trustee acts is 
not only expensive to the trust but is fre- 
quently delays the decision to such an ex- 
tent that the opportunity for the proposed 
transaction has passed. The ordinary cor- 
poration executive would never tolerate the 
cumbersome system of asking the court to 
tell him whether a proposed deal would be 


to the advantage or disadvantage of his 
stockholders. In most cases, the presiding 


judge would probably know less about the 
advisability of the transaction than would 
the corporation executive. 

Here and there you will find a lawyer 
who thinks that a trustee should always ask 
the court what should be done or what should 
not be done. This, however, is magnifying 
the importance of the court and minimizing 
the position of the trustee. The creator of 
a trust ordinarily thinks of the trustee as 
the one who will manage his trust fund 
rather than the person, who for the time 
being, may be the presiding judge in that 
jurisdiction. Of course, back of the court 
is the great body of case law or of court 
precedents but the conclusions reached by 
the courts of last resort vary in the different 
states. Obtaining a legal opinion as to what 
may be the law in any particular jurisdiction 
based on precedent is not only expensive 
but time consuming; the legal opinion may be 
inconclusive; and at best it furnishes little, 
if any, protection to the trustee who acts in 
reliance upon it. 


Uniformity in Statutory Law 
The third source that I mentioned is the 
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statute. After a statute has been adopted 
that is fairly comprehensive, set forth in 
clear and concise language and adopted by 
various states with more or less uniformity, 
we will have a fundamental or basic law 
upon which we can act with reliance, con- 
fidence and security. No doubt trust ex- 
ecutors are all more or less familiar with 
what is known as the English Trustee Act of 
1925. This was a codification of several pre- 
vious acts that had reached the statute books 
of England during several preceding years. 
The English Act would not be wholly ap- 
plicable in this country. It is scarcely a 
guide to what would be needed in the ad- 
ministration of trusts here. It is useful 
merely in indicating the general scope of 
beneficial statutory law on this subject. As 
far as I know, there has been little or no 
attempt in this country to enact a similar 
code or even a brief portion of one. 

The Committee on Fiduciary Legislation 
of the Trust Division, A. B. A. has been 
considering for over a year the advisability 
of formulating some statute that would 
clearly set forth the powers, the duties and 
the responsibilities of trustees. That Com- 
mittee delegated to me several months ago 
the task of compiling such a suggested stat- 
ute. I propose submitting at this time the 
result of that work, although the Committee 
has not yet passed definitely upon either the 
substance or the phraseology. It is the hope 
of the Committee, including myself, that by 
presenting this tentative draft No. 1 it will 
develop a discussion that will be helpful. 


Suggested Statute Governing Express Trust 


This suggested statute is not revolutionary. 
It is not a Utopian dream. It deals mostly 
with what the student of equity jurispru- 
dence would call “implied powers.’ Some 
of them are powers that have been recog- 
nized in some jurisdictions by the courts 
and denied in others, in doubt in still others 
and never considered at all in many juris- 
dictions. 


There have been two outstanding major 
developments in modern business law. One 
is the private corporation and the other is 
the express trust. It is useless to discuss 
here which is the greater development in 
jurisprudence or which furnishes the greater 
possibilities for the economical and expe- 
ditious handling of property. We could not 
well transact business today without both 
of them. A large body of statute law has 
been enacted in most jurisdictions relating 
to private corporations, but express trusts 
have been left to grope in the dark as to 
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the powers, duties and responsibilities of 
trustees. The legitimate and major pur- 
pose of the trust is to furnish business man- 
agement and security. The emphasis is no 
longer on the status but on the method of 
disposing of property so as to make it of the 
greatest possible value to the beneficiaries. 
Therefore, it becomes highly advisable, if 
not absolutely necessary, to give the trustee 
the greatest opportunity for management so 
that he can act with certainty, act with ex- 
pedition, act with care that no rights be 
invaded or damage done to either the bene- 
ficairy, to the third person or to the trustee. 

As opposed to the small group who ad- 
vocate always applying to the court for di- 
rections in case of doubt, I can say definitely 
that the Committee on Fiduciary Legislation 
takes the stand that it would be much better 
for all parties concerned to have reasonable 
and definite authority confirmed by statute. 

I realize that in presenting this suggested 
Statute I am approaching a subject that may 
be somewhat controversial. You may raise 
such questions as these: Do we want a stat- 
ute at all? If so, what should be its scope? 
Can we reasonably hope to have a statute? 
Should it apply to individual as well as cor- 
perate trustees? Should it include purely 
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discretionary authority? Should it cover the 
perplexing problem of what is principal and 
what is income? These questions and many 
more you might raise cannot well be dis- 
cussed to a definite and intelligent con- 
clusion here. The chief purpose of present- 
ing the suggested statute is to show some 
of the advantages of such a general statute 
and to give some indication of the probable 
or possible scope of it. The discussion may 
well be limited to these two questions: 
First—The desirability of such a statute. 
Second—Does the scope of a statute such 
as this appeal as being of practical value? 
Whether there is any possibility of being 
able to have such legislative enactment in 
your own state is a subject that would be 
premature and futile at this time to discuss. 
If such a statute is desirable, a sentiment 
must be developed in favor of it and whether 
your legislature or mine can be made to see 
its advantages to the public becomes a local 
and more or less a political question. It is 
not primarily for the benefit of the trustee. 
It is for the benefit of the trust estate and 
therefore for the benefit of the public. 


(Epiror’s Note: The proposed statute is 
shown on following pages.) 
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A BILL 


For an Act Relating to the Administration of 
Trusts and the Powers, Duties and Respon- 
sibilities of Trustees Thereof. 

Be it Enacted by the Legislature of the 

State of—— 
Section 1. The term “Express Trust’ as 

used in this Act includes any trust inten- 

tionally created, evidenced, declared or mani- 
fested by a Last Will and Testament, Trust 

Deed, Trust Indenture, Trust Agreement, 

Declaration of Trust, Decree or Order of 

Court, or by any other document creating, 


, 


declaring, establishing or limiting such trust, 
or orally when the subject matter consists 


solely of personalty. “Person” includes a 
corporation, partnership, or other association, 
or two or more persons having a joint or 
common interest. “Trust Instrument” in- 
cludes Last Will and Testament, Trust Deed, 
Trust Agreement, Trust Indenture, Declara- 
tion of Trust, Decree or Order of a Court of 
competent jurisdiction, and any other writ- 
ing which legally creates, limits, declares, 
manifests, or otherwise evidences the ex- 
istence of an Express Trust. “Trustee” in- 
cludes corporations, individuals and associa- 
tions of individuals acting as Trustee of an 
Express Trust but nothing herein shall be 
construed as describing or including as trus- 
tees any corporations or associations not 
authorized by law to so act. 

Section 2. In the absence of contrary or 
limiting provisions in the trust instrument or 
a subsequent order or decree of a court of 
competent jurisdiction, the trustee of an Ex- 
press Trust is authorized— 

(a) To exchange, re-exchange, sub-divide, 
develop, improve, dedicate to public use, 
make or vacate public plats, adjust boundar- 
ies and/or partition real property and te ad- 
just differences in valuation by giving or re- 
ceiving money or money’s worth. Easements 


may be dedicated to public without considera- 
tion if deemed by the trustee to be for the 
best interests of the trust. 

(b) To hold without liability other than 
that involved in holding property legal for 
investment of trust funds any and all prop- 
erty, whether or not permissible for invest- 
ment of funds of that particular trust, origi- 
nally received into the trust, and any prop- 
erty lawfully coming into the hands of the 
trustee in lieu of or in substitution therefor. 

(c) To grant options and to sell real prop- 
erty at public auction or at private sale for 
cash or upon credit, secured by lien upon the 
property sold or upon such property or a 
part thereof and/or other property. 

(d) To grant or take leases of real prop- 
erty and of all rights and privileges above 
or below the surface of real property for any 
term or terms, with or without option of 
purchase and with or without covenants as 
to erection of buildings, or as to renewals 
thereof, though the term of the lease or re- 
newals thereof or of such options extend be- 
yond the term of the trust. 

(e) To raze existing party walls or build- 
ings and/or erect new party walls or build- 
ings alone or jointly with owners of adja- 
cent property. To make ordinary or extra- 
ordinary repairs or alterations in buildings or 
other structures. To effect and keep in force, 
fire, rent, title, liability, casualty or other 
insurance of any nature, in any form and in 
any amount. 

(f) To make divisions, allotments and 
distributions to and among legatees, bene- 
ficiaries, trustees, distributees and remainder- 
men, wholly or partly in property in kind. 

(g) To abandon, compromise, contest, ar- 
bitrate or settle any and all claims against 
the trust estate or the trustee as such. To 
abandon property deemed by the trustee bur- 
densome or valueless. 
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(h) To vote at corporate meetings in per- 
son or by proxy with or without power of 
substitution. 

(i) To pay calls, assessments, and any 
other sums chargeable or accruing against or 
on account of shares of stock or other se- 
curities in the hands of the trustee where 
such payment may be legally enforceable 
against the trustee or any property of the 
trust, or the trustee deems payment expedient 
and for the best interests of the trust. To 
sell or exercise stock subscription or conver- 
sion rights, participate in foreclosures, re- 
organizations, consolidations, mergers, liquid- 
ations, pooling agreements and voting trusts; 
to assent to corporate sales, leases and en- 
cumbrances, and in general, except as lim- 
ited by the particular trust instrument have 
and exercise all powers of an absolute owner 
in respect of such securities. In the exercise 
of the foregoing powers the trustee shall be 
authorized, where he deems such course ex- 
pedient, to deposit stocks, bonds or other 
securities with any protective or other com- 
mittee formed by or at the instance of per- 
sons holding similar securities, under such 
terms and conditions respecting the deposit 
thereof as the trustee may approve. Any 
stock or other securities obtained by con- 
version, reorganization, consolidation, merger. 
liquidation or the exercise of subscription 
rights shall be free, unless the trust instru- 
ment provides otherwise, from any restric- 
tions on sale or otherwise contained in the 
trust instrument relative to the securities 
originally held. 

(j) To dispose of, call in or change and 
make new investments subject to applicable 
provisions of law and the trust instrument. 
An authority in general terms to invest in 
such securities or in such manner as the 
trustee may deem or think best or fit or to 
the advantage of the estate or in good safe 
securities, or in other terms conferring a dis- 
cretion not expressly limited to property legal 
for investment of trust funds, shall be con- 
strued as not so limited. 

(k) To hold any or all securities or other 
property in bearer form or in his own name 
or in the name of a nominee or nominees, 
with or without disclosing any fiduciary re- 
lation, the trustee, however, to be responsible 
for all acts and omissions of such nominee 
relating to such property. 

(1) To create reserves out of income for 
depreciation, obsolescence, amortization or 
waste, or to insure prompt payment of ob- 
ligations. 

(m) To determine what shall be charged 
or credited to income and what to principal. 


econ SERVICE 
ON LOS ANGELES TRUSTS 


... Our Trust Department 
offers in Los Angeles the 
same spirit and poiicy of 
personal service which 
characterizes every func- 
tion of this reliable bank. 


WE HAVE NO BRANCHES 


Union Banx & Trust ©. 


OF LOS ANCELES 
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$7,000,000 
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The trustee may determine that the estimated 
yield at which a bond is purchased, whether 
it be a discount bond or a premium bond, 
shall be considered the net income from such 
investment. 

(n) To make payments of principal or in- 
come directly to minor beneficiaries over the 
age of sixteen years as though they were of 
full age; and when income is directed to be 
paid to minors, to apply and expend the same 
for their benefit either with or without the 
intervention of a guardian. 

(o) To delegate administrative powers and 
duties to other persons or corporations. 

(p) To advance or borrow money and to 
hold, mortgage or otherwise encumber or 
pledge trust property or future income or 
principal as security for its repayment. Any 
lien created in favor of a trustee under the 
provisions of this act may be foreclosed in 
the manner provided by law for the fore- 
closure of similar liens. 

(q) Generally to execute any deed or other 
instrument and to do all things in relation 
to such trust necessary or desirable for carry- 
ing out any of the above powers or incident 
to the purposes of such trust. 

Section 3. The including in the trust in- 
strument of any of the powers mentioned in 
the preceding section shall not be deemed 
to exclude any not mentioned, unless the 
trust instrument specifically so states. 
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Section 4. The following rules of adminis- 
tration shall be applicable to all Express 
Trusts but such rules shall not be exclusive 
of those otherwise imposed by law unless 
contrary to these rules. 


(a) A trustee in purchasing first mortgages 
on real estate for a trust may rely as to the 
value of the property mortgaged upon the 
valuation placed thereon by the trustee act- 
ing in good faith and in reliance on informa- 
tion and opinions deemed by him to be re- 
liable. In the purchasing of bonds or cor- 
porate stock, the trustee may rely upon in- 
formation deemed by him to be authentic 
relating to the value of property, amount of 
indebtedness, gross income, expenses, depre- 
ciation, net income, facts concerning fran- 
chises and all other facts that are to be taken 
into consideration in determining whether 
such bond or corporate stock conforms to the 
requirements of such trust. 


(b) The trustee shall not be liable for 
breach of trust by reason only of his con- 
tinuing to hold an investment which has 
ceased to be an investment authorized for 
that trust. A trustee shall not be responsible 
for the validity or genuineness of any in- 
vestment so made in good faith and without 
negligence. 

(c) Where a trustee is authorized to sell 
or dispose of land, such authority shall in- 
clude the right to sell or dispose of part 
thereof whether the division is horizontal, 
vertical, or made in any other way. 

(d) The receipt in writing of a trustee for 
any money, securities or other personal prop- 
erty or effects payable, transferable, or de- 
liverable to him under any trust or power 
shall be sufficient discharge to the person 
paying, transferring, or delivering the same 
and shall effectually exonerate him from 
seeing to the application or being answerable 
for any loss or misapplication thereof. This 
section applies notwithstanding anything to 
the contrary in the trust instrument unless 
such contrary provisions are brought to the 
actual notice of such person prior to such 
payment. transfer or delivery. 

(e) Where a trustee is authorized by the 
trust instrument creating the trust or by 
law to pay or apply capital money subject 
to the trust for any purpose or in any man- 
ner, he shall have and shall be deemed al- 
ways. to have had power to raise the money 
required by selling, converting, calling in, 
or mortgaging or otherwise encumbering all 
or any part of the trust property for the 
time being in possession. 

(f) Where a power or trust is given to 
or imposed on two or more trustees jointly, 


the same may be exercised or performed by 
the survivors or survivor of them for the 
time being. 

(g) Where there are three or more trustees 
of a trust, the action of a majority shall be 
sufficient unless the trust instrument pro- 
vides otherwise. 

(h) A trustee shall be answerable and ac- 
countable only for his own acts, receipts, 
neglects, or defaults, and not for those of 
any other trustee, nor for any banker, broker 
or other person with whom any trust money 
or securities may be lawfully deposited, nor 
for any loss unless the same occurs through 
his own default or negligence. 

(i) A trustee shall have a lien and may 
reimburse himself with interest for, or pay 
or discharge out of the trust property, either 
principal or income or both, all advances 
made for the benefit or protection of the 
trust or its property and all expenses, losses 
and liabilities incurred in or about the execu- 
tion or protection of the trust or because of 
his holding or ownership of any property 
subject thereto. 

(j) A trustee acting for more than one 
trust or estate shall not, in the absence of 
fraud, be affected by notice of any instru- 
ment, matter, fact or thing in relation to 
any particular trust or estate, if he has ob- 
tained notice thereof merely by reason of his 
acting or having acted for another trust or 
estate. 

Section 5. The powers, duties and respon- 
sibilities stated in this act shall not be 
deemed to exclude other implied powers, du- 
ties or responsibilities not inconsistent here- 
with. 

Section 6. This act may be cited or referred 
to as the “Trustee Act.” 

Section 7. All acts or parts of acts incon- 
sistent with this act are hereby repealed. 
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OPERATING COMMITTEE OF GUARDIAN 
DETROIT UNION GROUP 

The Guardian Detroit Union Group, Inc., 
has elected the following members to its 
operating committee: Elbert S. Burns, vice- 
president and cashier of the Guardian Na- 
tional Bank of Commerce; Herbert H. Gard- 
ner, executive vice-president of the Highland 
Park State Bank and Highland Park Trust 
Company; C. H. Haberkorn, Jr., vice-presi- 
dent and secretary: of the Guardian group; 
Clifford B. Longley, president of the Union 
Guardian Trust Company; W. J. Penning- 
roth, vice-president of the City National Bank 
& Trust Company of Battle Creek, and D. F. 
Valley, vice-president of the Guardian Nation- 
al Bank of Commerce. 
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HOW THE BANK PROFITS FROM THE 
COMBINATION TRUST 


M. L. BASHORE 
Vice-president, the Syracuse Trust Company, Syracuse, N. Y. 


ONSIDERING that we are passing 
through a period of depression our in- 
stitution has had a most satisfactory 

experience in establishing and operating its 
so-called Combination Trust. This plan ap- 
peals to the great middle class of people who 
are using the trust departments of banks to 
a very moderate degree at the present time. 
It is the quickest way possible to build up 
a trust department. 

The fact that there is a living trust con- 
nected with the Combination Trust gives the 
bank immediate profit. Most trust business 
does not yield a return for years after the 
business is written, as in most cases the bank 
has to wait for the maker of a will or life 
insurance trust to die before they can benefit. 

This plan puts a large number of life in- 
surance men in the field selling your bank— 
it gives us the finest possible sales force at 
no expense to the bank. Hundreds of cus- 
tomers of other banks will be sold—and they 
have to make the deposits on the trust in 
your bank. Due to this fact we have an ex- 
cellent opportunity to secure a great deal of 
additional new business from these people. 
They will be familiar with your trust depart- 
ment and you should get a large percentage 
of their wills and accounts. 

In order to show how profitable the Com- 
bination Trust is, suppose 100 men were 
carrying the $50 a month 20 year plan. 

The picture at the end of five years 
One Living Trust end of five years..$ 3,000 
100 Living Trusts end of five years.. 300,000 
Approximate yearly income 16,500 
Yearly fees for bank 825 

The picture at the end of twenty years 
One Living Trust end of 20 years..$ 12,000 
100 Living Trusts end of 20 years.. 1,200,000 
Approximate yearly income 66,000 
Yearly fees for bank 3,300 

Due to the life insurance trust connected 
with the Combination Trust, a large percen- 
tage of the trusts will double in amounts be- 
cause as soon as the maker of the trust dies, 
then the Living Trust and the life insurance 
trust are merged into one trust, which fact 
doubles the yearly fees received. 


When the trusts are distributed, the Living 
Trust and the life insurance trust have be- 
come one trust—for example, the man who 
would be depositing $50 a month would carry 
life insurance amounting to at least $12,000, 
therefore when he dies he leaves a trust of 
$24,000, the distribution fees of which would 
amount to $630 on each trust—or on the 
100 trusts the distribution fees would amount 
to $63,000. 

If the trusts were all distributed in twenty 
years, the bank would receive the following 
fees: Yearly fees on income, $3,300; fees for 
twenty years on income, $66,000; distribution 
fees on each trust, $630; distribution fees on 
100 trusts, $63,000. Total fees for twenty 
years, $129,000. 
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CONQUERING THE DEPRESSION 
COMPLEX 

The Guardian Trust Company of Cleveland, 
in its current letter on general business con- 
ditions, states that legislation such as the 
reconstruction and emergency  rediscount 
measures enacted at Washington cannot of 
themselves bring back prosperity. “The pres- 
ent measures are not designed to supplant 
the operation of natural forces,” continues 
the Guardian letter, “but merely to facilitate 
their operation. Viewed in this light, there 
is ample reason to believe that they will be 
effective. As a matter of fact, their effect 
is already apparent in a more hopeful feeling 
in many quarters, 

“Undoubtedly the major obstacle to recov- 
ery at present is the lack of confidence and 
courage. Our psychological attitude has 
swung further below normal now than it was 
above normal in early 1929. We were too 
optimistic then. We are much too pessimistic 
now. Deflation has already gone further 
than was necessary. Physically and mate- 
rially, we are able to start building up.” 


The Eastern Trust Company of Halifax, 
Canada, reports net profits of $150,310 for 
vhe past year with trust, estate and agency 
business aggregating $44,196,365. 
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SPECIALIZATION VERSUS CENTRALIZATION IN THE 
ADMINISTRATION OF TRUSTS 


QUALITY OF SERVICE IS PROMOTED BY SPECIALIZATION 
KINGSLEY KUNHARDT 


(SUNSESOREEE! 


Investment Trust Officer, Guaranty Trust Company of New York 





(EpitTor’s Note: 





The following paper possesses practical value because it is based 


upon actual experience by the Guaranty Trust Company in developing the specializing 
principle in its personal trust organization whereby each officer or group of officers spe- 


cializes in a certain phase of the work instead of in individual accounts. 


Mr. Kunhardt 


dwells upon the four main subdivisions of the personal trust department, namely, han- 


dling new business, administration, real estate and investment. 


He gives special atten- 


tion to the trust investment phase of operation.) 


HERE are many ways of organizing a 

personal trust department, but they all 

seem to me to be based on one of two gen- 
eral theories. The first or centralization theory 
demands that all matters concerning any giv- 
en trust or estate must be centralized in one 
officer. He is responsible for the administra- 
tion and investment of the accounts assigned 
to him, interviews or corresponds with the 
individuals interested in his accounts, and is 
in fact as nearly like an individual trustee 
as it is possible to make him, This has in 
the past been considered the idea for which 
we must strive, but it is somewhat reminis- 
cent of the outworn medical custom of asking 
one general practitioner to do work that can 
better be performed by four or five special- 
ists. Perhaps the old ways are best, but I’m 
not so sure of it. The second, or specializa- 
tion theory, differs from the first in that each 
officer or group of officers specializes in a 
certain phase of the work instead of in cer- 
tain individual accounts. 


Specialized Personal Trust Organization 

A personal trust organization based on 
the first of these theories was described at 
last year’s conference, and I have been asked 
to outline the operation of what might be 
termed a specialized department. Briefly, 
we have four operating groups handling ad- 
ministration, investment, real estate and new 
business. The officers in charge of these 
groups are on an equal footing, which is an 
easy basis to maintain since there is a sharp 
distinction between their duties, and if each 
one does his own part of the work the whole 
is accomplished. 


It might appear that having the different 


phases of the work turned over to special 
officers or divisions would result in a good 
deal of confusion, and in the entire loss of 
any individual attention being given to the 
accounts. It might also appear that the co- 
trustees and beneficiaries would not be satis- 
fied with such a system, which necessitates 
their talking to two or three officers, none 
of whom knows the entire story with regard 
to their trust. The weight of these objections 
is slight in actual practice, and we tolerate 
the drawbacks because we prefer them to 
the difficulties encountered when officers who 
have been trained in banking or trust admin- 
istration endeavor to discuss investment ques- 
tions with clients or, perhaps worse, when in- 
vestment men try their hand at administra- 
tive matters. 

As a matter of fact, after a trust has once 
been established there is little need of our 
clients consulting with more than one officer. 
The co-trustees or other individuals primarily 
interested in investment matters are in fre- 
quent communication with our Investment 
Division, and seldom have any occasion to 
confer with the administrative executives. 
On the other hand, the beneficiaries, or I 
should say life tenants, have all their deal- 
ings with the administrative division, It is 
true that some life tenants also have control 
over investments, but we have found that 
in practice they very soon become accustomed 
to discussing the different phases of the work 
with different officers. Furthermore, I am 
not at all sure that an organization built up 
on the centralization theory can avoid the 
same difficulty, for certainly no one man can 
have an intimate knowledge of administra- 
tive, investment and real estate matters. 
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Main Divisions of Our Specialized 
Department 
As I have indicated, our personal trust 
department has four subdivisions handling 
new business, administration, real estate and 
investment. In discussing their operation I 


shall stress the investment division, since I 
am more familiar with it than with other 
branches of the trust department, and I shall 
use it to illustrate the possibilities of special- 
ization, which of course can be and is ap- 
plied with advantage to the other groups. 


I believe I am justified in doing this, since 
the independent operation of our investment 
division is an outstanding characteristic of 
an organization such as ours. 

Our new business division handles all new 
business matters, but only new business mat- 
ters. When a customer asks them what we 
would do with certain investments if placed 
in a trust, they call in a member of the in- 
vestment division. The investment officers 
also pass on any unusual investment provi- 
sions which a prospective client may desire 
to insert in his agreement. This wasn’t al- 
ways our method and some of our old ac- 
counts have difficult provisions. One _ in- 
structs us to buy securities similar to Ameri- 
can Can Preferred; another limits us to first 
mortgage railroad bonds selling above par, 
but why go on?—all of you have these 
troubles and I am not here asking for sym- 
pathy. 

Our administrative division specializes in 
administrative matters, and only in such 
matters. Most of you are more familiar than 
I am with the operations of such a depart- 
ment, and so I shall not discuss it. The real 
estate division, as its name signifies, handles 
all real estate matters in which the bank 
is interested, including the purchase of mort- 
gages for our trusts. The only matter with 
regard to mortgages that it does not take care 
of is the allocation of the mortgage participa- 
tions to individual trust accounts. This is 
done by the investment division, since it is 
in the best position to decide whether an ac- 
count should have a mortgage or some other 
security, and if a mortgage, of what maturity, 
ete. 

Our Trust Investment Department 

Our investment division is a self-contained 
organization which confines its attention to 
our trusts and estates, and certain other ac- 
counts where we receive a fee for investment 
advice. It does all its own work and keeps 
its own records. These records show why 
each security has been bought, sold or re- 
tained; what recommendations, if any, have 
been made with regard to them; when they 
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have been reviewed and when the accounts 
as a whole have been reviewed. By review 
I not only mean the reviews of our directors’ 
advisory committee, but also the reviews of 
the individual correspondents, statisticians 
and investment officers. 


The investment division, just like the whole 
personal trust department, is divided into 
special groups—in this case correspondents, 
statisticians and clerks. The correspondents 
review the securities owned by the individual 
accounts assigned to them. . These reviews 
take into consideration not only investment 
matters, but also the personal needs and 
wishes of those interested in the accounts. 
For this purpose we have records showing 
in addition to the securities and their in- 
ventories such data as: when the account 
was established and by whom, who the life 
tenant is, when it terminates, who the re- 
maindermen are, and the investment provi- 
sions put into plain non-technical language. 
The correspondents work in groups—the se- 
nior man in each group being the one who 
interviews and corresponds with co-trustees 
or beneficiaries concerning all investment 
matters, whether they be recommendations 
for the purchase or sale of a security, changes 
in dividend rates, or any other matters of 
a similar nature. 


We have found that each correspondent can 
handle from one hundred and fifty to three 
hundred accounts, depending on their nature 
and activity. The accounts are not assigned 
by number or by the latter of the alphabet. 
Such a method would perhaps simplify our 
records, but once again, the theory of spe- 
cialization is applied, with the result that 
one correspondent is handling the accounts 
with large holdings of municipal bonds; an- 
other specializes in the trusts of non-resi- 
dent aliens, as they are called in the income 
tax laws: still another looks after the ac- 
counts which are administered under the 
laws of states other than New York and, of 
course, the best looking of the lot takes care 
of our lady co-trustees. 


The Statistical Division 


When the department was first organized 
each correspondent did his own statistical 
work or used reports that were prepared by a 
statistical department which also worked for 
other parts of the bank. This meant he did 
his own work, for he soon got tired of wait- 
ing around while the statisticians were doing 
a rush job for the banking department, or 
for a friend of a friend of one of the vice- 
presidents who was doing his looking after 
his leaping. If the correspondents had al- 
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ways made the necessary investigation of 
each security they were reviewing, this might 
have worked, but they would persist in fol- 
lowing my example—once a certain issue was 
established in their minds as prime, that was 
likely to be the end of it until the next an- 
nual report came around or the market 
turned weak. As I didn’t like the idea of 
making way for someone who would set them 
a better example, we established our own 
statistical organization to insure a continu- 
ous review of the companies in which we 
have trust funds invested. 

The time of the statistical division is en- 
tirely taken up with the study of securities. 
So that the men of this group may know 
which securities to follow and how much 
attention should be given to each issue, we 
have a card record which shows the securities 
in which we are interested, the par value held 
in each account, our responsibility as to in- 
vestments in each account, and a brief record 
as to what recommendations, if any, have 
been made in the past with regard to them. 
The statisticians prepare and keep up-to-date 
reports on the companies whose securities we 
hold. Sometimes these reports are quite volu- 
minous, but they are designed so that they 
may be read quickly, the important factors 
being properly stressed. When they are pre- 
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pared or revised, they are reviewed by our 
investment officers, each of whom nofes his 
comments, thus creating a rather interesting 
record which some day may pay for itself, 
for you see I can tell you or some complain- 
ing attorney just what we thought at any 
time in the past concerning any security we 
hold, and just why we continued to hold it. 
These reports are available to the correspond- 
ents when they are reviewing their trust ac- 
counts, and greatly reduce the amount of 
time they would otherwise spend in referring 
to manuals and other original sources. Sup- 
plementing these reports of ours are reports 
received from various statistical organiza- 
tions with whom we have listed the issues 
in which we are particularly interested. 

The statistical division is itself further spe- 
cialized in that it has one man working en- 
tirely on utilities, another on rails, another 
on municipal bonds, and of course several 
on industrial securities. In addition to the 
reports on individual companies this group 
prepares studies of industries, municipalities 
and foreign countries, and in fact performs 
any other work that might require the efforts 
of a statistician or analyst. 


Records and Files 

The clerical force performs duties, some of 
which may seem entirely superfluous. In 
the first place, they keep our records up-to- 
date. These records include our investment 
sheets, which I have mentioned in discussing 
the work of the trust correspondents. Many 
of you have probably noticed that this in- 
vestment sheet is very similar to the security 
ledger of the administrative department, and 
that there is a duplication of the work in- 
volved in keeping them. However, I think 
you will agree there is a good reason for 
this duplication when it is considered that 
each trust containing active securities is re- 
viewed by the trust correspondents from four 
to twelve times a year, and that when mak- 
ing a review the investment sheet may be 
kept in the correspondents desk anywhere 
from a few hours to a few days or even a 
week or more if the account is to be pre- 
sented to our Directors’ Advisory Committee. 
Our security cards which the statistical group 
uses are also quite similar to,.the correspond- 
ing record that is found in the administrative 
department for keeping track of interest and 
dividend payment dates, etc. These two rec- 
ords could perhaps be consolidated were it 
not for certain physical difficulties. 

We keep our own files, in which all the 
correspondence of this department is kept 
together with Trust Committee memoranda, 
statistical reports, ete. This has proven 
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much more satisfactory than when the files 
were consolidated with those of the adminis- 
trative department, and is feasible because 
the two departments are interested in totally 
different phases of the work. The clerical 
force is also responsible for advising the 
administrative division and the members of 
the investment division concerning new issues 
of rights, changes in dividend rates, redemp- 
tion of bond issues, annual and special meet- 
ings, reorganizations, etc. There is also a 


group of stenographers and last, but by no 
means least, the trading division. 


Trading for Trust Accounts 

The supervision of our trading activities 
has always been one of the principal duties 
of our senior investment officer. Your expe- 
riences in the thin markets of the past few 
months have perhaps indicated why we place 
so much importance on this work. However, 
even when conditions are more normal this 
part of our work receives a great amount of 
attention. A good deal of discretion is per- 
mitted in the handling of our orders, and 
there are frequently considerable delays in 
their execution so that at times our open 
orders reach surprising proportions. When 
the market is strong the delaying of sales is 
extremely profitable, and we make free use 
of “stop-loss’”’ orders. Recently the delaying 
of purchases has, of course, resulted satis- 
factorily, though this sometimes involves 
either leaving funds idle in the account or 
investing them temporarily in short-term se- 
curities. Furthermore, when exchanges are 
being made the price of the issue you are buy- 
ing is just as important as the price of the 
security you are selling. When such an op- 
eration involves several million dollars or 
only a few hundred thousands, it may re- 
quire several weeks or months to complete 
even in normal times of active and reasonably 
stable markets. 

I have had visitors tell me that they con- 
sidered such methods placed far too great a 
responsibility upon the investment officers, 
and that when their trust committee said to 
sell or buy an issue the necessary action was 
taken forthwith. However, it should be 
borne in mind that practically all the changes 
made in trust accounts are the result of rec- 
ommendations made by the investment divi- 
sion, which must assume this responsibility 
either in the selection of the time to make 
their recommendations or in the actual ex- 
ecution of the orders. It is six of one and 
half a dozen of the other as far as responsi- 
bility goes, and it is much easier on your 
investment men and gives far better results, 
I can assure you, to permit recommendations 
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at an early date with the assurance that the 
actual execution of the orders will await a 
favorable opportunity. 


Investments at Branch Offices and in Estates 


Our method of handling trusts did not de- 
velop along any preconceived plan. We tried 
out all sorts of ideas and had to give many 
of them up. I don’t know to this day why 
some of these theories did not work, and 
perhaps they might in another institution 
with a different personnel. One of our fail- 
ures may be of interest to those of you who 
have branches. Our Fifth Avenue office has 
a very considerable personal trust business 
and handles all of its own administrative 
and new business work. We thought at one 
time it could also have its own investment 
organization, and for several years experi- 
mented with the idea, but we had to give it 
up. It was not that the policies were any 
different in the two offices, but merely that 
they differed in little matters, and after a 
while there were sufficient of these to make 
quite a wide separation. The trouble is that 
handling investments is not an exact science, 
and therefore fixed rules cannot be laid down. 

That we have had to change our minds 
even in minor details is illustrated by the 
fact that we have just completed rewriting 
one of our review indexes for the fourth time 
in nine years. Most of the trouble in this 
ease is that, like the rest of you, we have 
been growing rather more rapidly than we 
expected. In general principle, however, 
there has been little change in the system 
during the past eight years. 

In all articles of this sort I notice that a 
great deal of stress is laid on trusts and very 
little is said about estates. I suppose this is 
because trust practice can be standardized, 
while the handling of each estate is a problem 
in itself. In all estates, the administrative 
division has to bear the greater part of the 
burden, in fact in some accounts they take 
entire charge of the work, getting advice from 
the investment and real estate division as 
they require it. In the majority of estates, 
however, the investment division plays an 
active part. Its chief duties in addition to the 
regular review of the account are to inven- 
tory the securities, arguing with the taxing 
authorities if they don’t agree, and to see 
that enough cash is available for the admin- 
istration of the estate. This involves not 
only providing funds for legacies, taxes, com- 
missions, etc., but also providing them when 
they are needed. In selecting the proper 
time to make such sales as may be necessary, 
we allow ourselves the greatest latitude from 
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the date of our appointment up to the time 
funds are actually required. Needless to say, 
this work is carried on under the direct su- 
pervision of the investment officers. 


Costs 

In conclusion I feel that a few words of 
reassurance should be given to those who are 
beginning to worry over all the money we 
are spending. This is a matter that has been 
unsuccessfully criticized by more efficiency 
experts, cost accountants and auditors than 
I care to remember. The reason we get a 
clean bill of health each time is perfectly 
simple. In caring for a trust a certain num- 
ber of operations must be performed, letters 
written and people interviewed. This work 
costs just so much to do whether part of it 
is done by investment men or not. As far as 
the statistical department goes—believe it 
or not—there is only a 5 per cent duplica- 
tion in the work we do with that done by the 
other statistical organizations in the bank. 
This is because the securities in which our 
trusts are interested are not as a rule those 
owned by individuals. Furthermore, the time 
element makes a lot of difference. 

It is only fair to add that such a system 
as I have been describing will not result in 
any reduction in your costs, since several 


specialists will usually create more activity 
in your accounts than an equal number of 
general operating officers. Activity is a 
source of expense which in New York is not 
offset by any increased commissions, In this 
state trustees must look to their commissions 
on income and principal for their sole source 
of revenue, since it is against the law for 
them to profit directly or indirectly because 
of the purchase or sale of securities for fidu- 
ciary accounts. However, if you believe that 
a high quality of service is justified by the 
future prospects of the business I believe 
that the general theory of specialization in 
the administration of trusts warrants con- 
sideration. 
Bo te of 

J. Harvie Wilkinson, Jr., manager of the 
investment department of the State Planters 
Bank & Trust company of Richmond, Va., has 
accepted an invitation to serve on a special 
committee appointed by the bank manage- 
ment commission of the American Bankers 
Association to prepare a study dealing with 
bank investments. 

Lewis G. Harriman, president of the Manu- 
facturers and Traders Trust Company of 
Buffalo, N. Y., has been appointed a director 
of the New York Telephone Company. 
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PROGRESSIVE AND EFFECTIVE WAR ON DEPRESSION 


RECOGNIZING TRUTHS AND ACCEPTING READJUSTMENTS 


JOHN S. ROSSELL 
Chairman of the Board, Security Trust Company of Wilmington, Delaware 


(Epiror’s NOTE: 


Mr. Rossell, in connection with presenting his report as chairman 


at a recent meeting of the board of the Security Trust Company of Wilmington, Del. 
brought an exceptionally clear vision to bear upon the present business situation and the 
constructive forces that spell the eventual and certain doom of this protracted period of 


depression. 


Notable is his comment on the complacency with which American people are 


accepting losses and business as well as banking organizations making adjustments.) 


T is manifestly difficult to arrive at a con- 

crete opinion to the business situation out 

of the divergent views expressed. There is 
great hope, however, in the fact that the real 
truth is fully recognized and the only ques- 
tion is as to the best remedy—what ways and 
means will with greatest certainty bring 
about the essential relief. 

Confidence is being gradually restored. It 
is now stronger and more buoyant than it 
was at the opening of the year. We are re- 
porting our casualties, charging off losses and 
preparing to welcome prosperity still “around 


JOHN S. ROSSELL 


Chairman 0° the Board, Securivy Trust Company 
Wilmington, Delaware 


the corner.” The very frank statement re- 
cently published, from an apparently authori- 
tative source, that in the past two years we 
have lost $100,000,000,000 of our $400,000,- 
000,000 of wealth and our income has de- 
creased from $90,000,000,000 to $60,000,000,- 
000, would, a year or more ago, have been re- 
ceived with a large measure of consternation. 
't is now accepted with responsible compla- 
cency. This loss is simply a scaling down 
of inflated values and though somewhat start- 
ling, at first glance, is comforting in the fact 
that we have enormous wealth left, with an 
earning power sufficient to make the whole 
country happy if in dollars and cents it can 
be more generally distributed, directly or in- 
directly. 
Bank Failures Decreasing 

One of the strongest indications of return- 
ing confidence is the steadily decreasing num- 
ber of bank failures. The failures in Febru- 
ary were oniy one-third the number in Janu- 
ary, and there is good reason to hope that 
those in March will be proportionately less. 
The operation of the Reconstruction Finance 
Corporation in assisting banks and trust com- 
panies, and the liberal provisions of the 
more recent Act of Congress, popularly 
known as the “Glass-Steagall Bill” are meas- 
ures which seem to render it quite improbable 
that there should be any further failures of 
real significance. These agencies should en- 
able financial institutions now functioning in 
regular order to extend their credits to busi- 
ness generally more freely than has been pos- 
sible in the past. 

The Citizens Reconstruction Corporation is 
to be recommended for its movement against 
the hoarding of money estimated at $1,250.- 
000,000, which it is believed gives promise of 
good results in restoring this large sum to 
business channels through the banks. It is 
to be hoped that the bonds of small denomi- 
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nations to be issued by the government for 
the special purpose of bringing money out of 
hoarding will prove attractive and be pur- 
chased by the people as a substitute for funds 
in safe deposit boxes or other places of hid- 
ing. 

Attention may be directed to the bill re- 
cently introduced in Congress to amend the 
National Bank and Federal Reserve Acts in 
important particulars, and to provide, among 
other things, for the guarantee of deposits in 
all banks members of the Federal Reserve 
System. The creation of a guarantee fund 
out of moneys in the United States Treasury 
and by assessment of member banks raises 
a pertinent question as to whether this is 
wise, though the proposed bill is referred to 
as in many respects “praiseworthy.” ‘The ex- 
perience heretofore in state guarantees (of 
bank deposits) has proved most disappoint- 
ing, and there has been a prevalent sentiment 
among bankers that the best and most prac- 
ticable guarantee of deposits is in the cash 
reserves, the loans and investments of honest 
and well managed banks. 

The new Federal Income Tax Bill adds to 
the burden banks must bear. One is prompt- 
ed to ask: Where is this constant drain on 
the earnings of honest endeavor going to 


stop? Isn't there some hope, somewhere and 
somehow, of an improved economic change 
that will give substantial relief to the coun- 
try? ‘The best answer is that out of all the 
relief measures proposed reliance for the ul- 
timate good must be placed in the firm faith 
and good will of the people, and is the mani- 
festation of sound sense ‘by our lawmakers. 
To this may be added the demand for the 
reduction of the expenses of government and 
the evident intention to accomplish this re- 
form. 
The Depression Is Doomed 

Amid the discordant notes, softened by con- 
fident expressions, unfortunately business did 
not look up, as would have been desired, 
during January and February, and it is ad- 
mitted that there is not the positive indica- 
tion of full recovery that we have been anx- 
iously looking for and devoutly hoping would 
appear. But there are some favorable signs 
of progressive improvement. I suggest that 
one of the best indications is that unemploy- 
ment, still far too great, has been, at least 
in some small measure, reduced by men here 
and there returning to work, to such an ex- 
tent as to give reason for expectation that, 
the banking situation having been improved, 
industry will ultimately be revived. 
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The concerted and partly successful move- 
ment to find work for idle men is very en- 
couraging. This movement is now called the 
“war on depression,’ a splendid slogan to 
arouse the people and to bring their forceful 
influence to the support of every rational 
measure for relief. This is, perhaps, only an- 
other way of saying, what is recognized as a 
basic principle, that in this free land, with 
its great wealth and golden opportunity— 
under the rule of law and order—there is no 
force more potential than sound public opin- 
ion, and when the great body of the people, 
under the leadership of the president, declare 
war on depression, it is a safe prediction that 
depression is doomed. This may be very psy- 
chological, but psychology just now may 
prove to be effective where purely material 
methods fail. 
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LEGAL INVESTMENT CHANGES 


Announcement has been made by the Bank 
Commissioner of Connecticut of the following 
changes in the list of legal: investments in 
that state: 

Additions 

New York Central Electric Corporation, 
First 514s, 1950. 

New York Edison Company, First and Re- 
funding, Series C, 5s, 1951. 

Brooklyn Edison Company, General Mort- 
gage Series E, 5s, 1952. 

Duquesne Light Company, First Mortgage 
44s, 1957. 

Deductions 

Central of Georgia Railway—All issues in- 
cluding equipment trusts. 

Great Northern System—aAll issues includ- 
ing equipment trusts. 

Virginian Railway Company—aAll issues, 
including equipment trusts. 

Waco, Texas. 

Wichita Falls, Texas. 

Northern Pacific System—All issues in- 
cluding equipment trusts. 

New York, Chicago, St. Louis Railroad— 
All issues, 

Brooklyn Edison Company, Series E, gen- 
eral 5s, 1952, have been added to the list 
of securities legal for savings banks in Maine. 

Bank Commissioner Annis of the State of 
Maine has added to the list of investments 
legal for savings banks in that state, Vir- 
ginia Public Service Company, first and re- 
funding “C’. 6 per cent bonds, due 1952 and 
Jamaica Water Supply Company, First 5% 
Series A of 1955. 
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DEPOSITS OF LARGEST BANKS OF 
AMERICA AND BRITISH EMPIRE 

An interesting compilation has been made 
and issued by the California Bank of Los 
Angeles which shows the relative position, 
according to deposit liabilities of the 150 
largest banks of the United States and of 
the British Commonwealth of Nations. This 
practically embraces the English-speaking 
world. Deposits of American banks and 
trust companies are as of December 31, 1931 
and of British, colonial and dominion banks 
as of latest statements available. To main- 
tain comparison with relative figures shown 
in previous two annual compilations, foreign 
currencies are converted at the par of ex- 
change. 

The 150 banks listed are divided as fol- 
lows: Ninety-one American banks and trust 
companies with deposits of $20,139,535,677 ; 
fifty-nine British banks with deposits of $18,- 
449,806,299, making aggregate of $38,589,341,- 
976 for the 150 largest banks. Of the 91 Am- 
erican banks, nineteen have head offices in 
New York with deposits of $9,080,227,469, 
while of the 59 listed British banks, 22 have 
head offices in London with deposits of $10,- 
960,942,655. 





The lead is maintained by the Midland 
Bank Ltd, of London with deposits of $1,- 
753,144,449 ; with Barclays Bank Ltd. of Lon- 
don second with deposits of $1,633,027,773 
and Lloyds Bank Ltd. of London third hav- 
ing deposits of $1,624,123,591. The fact that 
the London banks have regained premiership 
from the standpoint of deposits is evidence of 
the heavy contraction of deposits in New 
York’s largest banks. The Chase National 
Bank of New York comes fourth in the list 
as the largest American Bank in volume of 
deposits amounting to $1,459,114,886; Na- 
tional City Bank comes next with deposits 
of $1,418,702,860. Then follow two British 
banks and the Federal Reserve Bank. The 
first trust company on the list is the Guar- 
anty Trust Company of New York with de- 
posits of $1,070,021,916. Continental Illinois 
Bank & Trust Company of Chicago is 11th 
on the list with deposits of $773,487,525. 





Mrs. Emma E. Claus, secretary and treas- 
urer of the Bankers Trust Company of Gary, 
Ind., is assuming the duty of trust officer, re- 
cently relinquished by Harvey Watson, vice- 
president, who resigned. 
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DISCUSSION AND PROCEEDINGS 
THIRTEENTH 


Hid-CAinter Trust Conference 


UNDER AUSPICES OF THE TRUST COMPANY DIVISION OF THE 
AMERICAN BANKERS ASSOCIATION, HELD IN NEW YORK 
FEBRUARY 16, 17, 18, 1932 


and discussions at the 

thirteenth annual Mid-Winter Trust 

Conference held in New York Feb- 
ruary 16-17-18 gave accent not only to the 
more important problems confronting trust 
officers in these difficult times, but also re- 
flected the grave sense of duty and obliga- 
tion which animates those who are charged 
with the management of trust and estate 
The unexpectedly large and repre- 
attendance, embracing delegates 
states and from Canada, 


DDRESSES 


assets. 
sentative 
from thirty-four 


was evidence of the spirit of mutual helpful- 


ness and quest for the best lessons of prac- 
tical experience which characterizes trust 
men today more than ever before. 

An exceptionally strong battery of au- 
thoritative speakers gave virility and anima- 
tion to all the sessions of the Conference 
which was conducted under the auspices of 
the Trust Division of the American Bankers 
Association. There was commendable segre- 
gation of important phases of trust work, 
as for example, the first devoted 
chiefly to addresses on methods of developing 
new trust business; the second session to life 
insurance trust business as affected by 
present-day conditions; the third session 
given over to masterly papers on trust in- 
vestments; the fourth session to cooperative 
trends in composing sound relations between 
trust companies and lawyers as to practice 
of the law; fifth session relating to manage- 
ment, accounting and fees; the sixth session 
devoted to progressive movements in mod- 
ernizing, simplifying and in a measure to 
Standardization of trust laws and practices. 
The Conference culminated in a banquet 
which maintained its character as the most 
representative gathering of the nation’s fi- 
nancial, banking and trust company repre- 
Sentatives. 

There were a number of developments at 
this conference of unusual importance. One 
Wes the report of the Committee on Trust 


session 


Costs and Fees which embodied a new and 
modernized handbook containing schedules of 
minimum fees for various types of trust 
services lending themselves to a greater de- 
gree of standardization based on a scientifi¢ 
cost system. Another feature was a tenta- 
tive statutory code to define and improve the 
laws relating to duties and responsibilities 
of trustees. A valuable study was likewise 
presented dealing with laws of intestacy. 
Noteworthy were the utterances to the effect 
that while making every reasonable effort to 
bring about sound cooperation with lawyers, 
there should be no surrender of legitimate 
rights and duties of corporate fiduciaries. 


R. M. Sims 


Vice President, American Trust Co. of San Francisco and 
Vice President, Trust Division, A. B. A., who presided at 
the Second Session of the Mid-Winter Trust Conference. 
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First Session, Tuesday, February 16 


Following the opening address by President 
Thomas C. Hennings of the Trust Division 
and vice-president of the Mercantile-Com- 
merce Bank and Trust Company of St. Louis 
the first session of the Conference was 
devoted chiefly to addresses and discussion 
dealing with solicitation, advertising and de- 
velopment of new trust business. The first 
speaker was J. E. Drew, member of the Com- 
mittee on Publicity of the Trust Division 


and vice-president of the American Trust 
Company of San Francisco. He said in 
part: 


A New Business Campaign 

“Change in our economic structure has 
brought additional problems. Individual for- 
tunes have been reduced, or have dwindled 
to practically nothing. The once rosy hue 
of some financial statements now on second 
glance appears to be just plain red ink. The 
foundation of life insurance estates has been 
weakened by loans and lapsations. Corpo- 
rate financing has been timid and slow. 

“That which was desirable business yester- 
day, today may prove to be a costly burden. 


Also, we have found a _ public that has 
changed—that is sluggishly apathetic, and 


frankly skeptical. * * * 

“We have known too little about our pros- 
pect. We are familiar, perhaps, with his 
bank balances, his family relationships, and 
business associations. Today, we want to 
know more. I want as complete a history 
of him as I can obtain from our officers and 
directors, our credit files, our various de- 
partmental units and outside sources of in- 
formation. I want to know him so well 
that I can reasonably determine the type of 
service that will interest him most and plan 
the most effective means of bringing this 
service to his attention. When I get through, 
I will have a _ prospect list which, when 
used intelligently, systematically, and con- 
sistently, will give me more than an average 
assurance of success.” 


Qualifications of the Trust Representative 

“Trust Representatives and What They 
Represent” was the title of the next address 
presented by Walter Reid Wolf, vice-presi- 
dent of the City Bank Farmers Trust Com- 
pany of New York, in which he urged that 
trust production involves the highest type 
of salesmanship and calls for a sense of 
obligation in which the primary considera- 
tion should be the duty of effectively caring 
for and managing the property entrusted. 
Mr. Wolf emphasized that the trust repre- 
sentative should not be designated a_ sales- 
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man or solicitor, because the qualifications 
required deserved the more fitting title of 
representative. Mr. Wolf said in conclusion: 
“I simply want to repeat that my belief is 
that the trust business means first and 
above all else the care and management 
of property. I want to emphasize the 
fact that a trust representative must be 
qualified through character, ability to ana- 
lyze and knowledge not only to perform 
the duties with which he is charged, 
but also so that he may state clearly to 
the people with whom he comes in contact 
what those duties are and what they involve. 
I want to repeat that at all times, in my 
opinion the trust representative, regardless 
of his specialty, must understate rather 
than overstate his estimate of the results 
to be attained in any given situation. We 
have no alibi for carelessness or stupidity. 
The work with which we are charged both 
in presentation to a prospective client and 
in carrying out the actual work after bis 
or her affairs are placed in our charge must 
be carried out from the highest plane of 
trusteeship to client and community.” 


Follow Up That Follows Through 

The first session of the Conference came 
to a close with an interesting paper by Went- 
worth P. Johnson, vice-president of the Irv- 
ing Trust Company of New York entitled, 
“Follow Up that Follows Through,” in the 
course of which he described the set up of 
a personal trust department and _ particu- 
larly the operation of an estate planning 
department. He said in part: 

“We started our Estate Planning Depart- 
ment in 1928. After the first year the actual 
increased income of the Trust Department 
attributable to efforts of the Estate Planning 
Department has never failed to cover by a 
substantial margin the total cost of the 
department. In 1931 gross income from new 
living trusts alone was in excess of five times 
the total cost of the department. I mention 
this only because I am thoroughly convinced 
that for a service to be permanently high 
grade it must be reasonably profitable both 
to the client and to the trust company. 

“Possibly in closing a few percentages 
from the company with which I am associ- 
ated may be of interest. The growth in 
volume of our personal trust business under 
administration since 1928 has been as fol- 
lows: Starting with 1928 as 100 per cent, 
in 1931 we had 160 per cent. The increase 
in gross income of our personal trust busi- 
ness (including interest) has been: Starting 
with 1928 as 100 per cent, in 1931 we had 
155 per cent. 
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| Second Session, Tuesday, Feb. 16 


The second session of the Conference was 
presided over by R. M. Sims, vice-president 
of the Trust Division and vice-president of 
the American Trust Company of San Fran- 
cisco. The afternoon was devoted chiefly 
to the discussion of various phases of in- 
surance trust business. The first speaker 
was Charles E. Hooper of the Massachusetts 
Mutual Life Insurance Company, Newark, 
N. J., who dwelt upon some of the most 
frequently encountered difficulties to over- 
come in order to secure effective degree of 
cooperation between life underwriters and 
trust men. He commented particularly upon 
the methods employed by the Fidelity Union 
Trust Company of Newark, N. J., as one of 
the pioneers in the insurance trust move- 
ment. Mr. Hooper said: 


Insurance Trust Cooperation 

“In conclusion let me say just a word 
as to just what the underwriter and trust 
officer should expect of one another. In 
spite of all that has been written and said 
in the past there are still many underwriters 
who, when they bring a client to the trust 
department, expect the trust officer to find 
a way to sell more life insurance. There is 
also some evidence that some of the trust 
officers are trying to oblige the underwriter 
in this respect. In my business we know 
that over-anxiousness on the part of the 
agent to sell a contract of insurance is a 
contagious thing. The client often senses 
it at once. I think that this is just as true 
if the over-anxiousness is shown by the 
trust officer, as when shown by the agent. 
The underwriter is assuming too much when 
he expects the trust officer to go beyond the 
proper duties of his office to sell more life 
insurance. I believe that the plan I have 
Suggested for the education of the under- 
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writer in trust matters would help to bring 
about a better understanding in this mat- 
ter.” 


Commingled Insurance Trust Investment 
Plan 

One of the outstanding contributions to 
the Conference was the succeeding address 
on “Insurance Trusts Under Present-Day 
Conditions,’ by Leslie G. McDouall, pub- 
lished in February issue of TrusT COMPANIES. 
Mr. McDouall expressed his conviction that 
with intelligent cooperation and faith the 
complementary services of the institutions 
of life insurance and of fiduciary manage- 
ment are bound to grow in importance and 
volume. 


Exceptional interest was aroused by the 
novel suggestion and plan for the establish- 
ment of a joint commingled fund as a means 
of securing greater diversification and scien- 
tific management in handling life insurance 
trust proceedings. The plan was submitted 
and outlined by Joseph W. White, member of 
the Committee on Insurance Trusts of the 
Trust Division and trust officer of the Mer- 
cantile-Commerce Bank and Trust Company 
of St. Louis. The outline of the plan was 
published in the February issue of Trust 
COMPANIES. 


Third Session, Wednesday, 
February 17th 


The third session of the Conference was 
given over to the discussion of problems and 
new trends in trust investments. After a 
talk by President Harry J. Haas of the 
American Bankers Association on the busi- 
ness outlook, Mr. W. M. Baldwin, president 
of the Union Trust Company of Cleveland, 
who presided, called upon H. F. Wilson, Jr., 
vice-president of the Bankers Trust Company 
of New York. Mr. Wilson spoke on recent 
trends in trust investment. His paper ap- 
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peared in the February issue of Trust Com- 
PANIES. The next speaker was C. W. Fen- 
ninger, vice-president of the Provident Trust 
Company of Philadelphia who gave a most 
instructive and practical presentation of the 
subject of “Handling Investments in Trusts 
and Estates.” (See page 315 of this issue.) 
“Today’s Problems in Trust Investment 
Management” was the topic of the next ad- 
dress by Edward J. Reilly, trust counsel for 
Moody’s Investors Service, New York, which 
brought some illuminating facts relative to 
municipals and public financing, demonstrat- 
ing the need for sound, thorough analysis. 





W. M. BALDWIN 


President, Union Trust Co., Cleveland, who presided at the 
Third Session of the Mid-Winter Trust Conference 
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Fourth Session, Wednesday, 
February |7th 


The fourth session was presided over by 
President Hennings who introduced H. G. 
Parker, vice-president of the Standard Sta- 
tistics Company, Inc., of New York. ‘“Rail- 
road Bonds as Trust Investments” was the 
theme of Mr. Parker’s paper in the course 
of which he said: 

“In summary—railroad traffic, as a _ re- 
sult of a decline in general business, is dis- 
astrously low. Competitive agencies are se- 
riously affecting earnings, but do not yet 
threaten to make railroading a decadent in- 


dustry. The public now favors relief for 
railroads. There will be few if any further 
railroad receiverships. Needed legislation 


can be obtained. Readjustment of capitali- 
zation to restore the proper relationship be- 
tween bonds and stocks can be affected 
when business has returned to normal. 
“The long term future of ‘railroad securi- 
ties as trust investments’ rests very largely 
in the hands of you gentlemen. There can 
be little doubt that you will see to it that 
the requisite changes will be made to re- 
store railroad investments to the dominant 
position which they have held in the past.” 
The next speaker was Robertson Gris- 
wold, chairman of the Trust Division Com- 
mittee on Cooperation with the Bar, and 
vice-president Maryland Trust Company of 
Baltimore, whose address is reproduced in 
this issue of Trust Compantcs. (See page 
341.) Mr. Griswold developed the progress 
of the movement which has for its cardinal 
aim the cultivation of enlightened and co0- 
operative relations with the members of the 
legal fraternity as regards the respective 
preserves of lawyers and of corporate fidu- 
ciaries. He was followed by John G. Jack- 


son of the New York Bar and chairman of 
Committee on 


the special Unauthorized 
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Practice of the Law, American Bar Asso- 
ciation. Mr. Jackson’s address appeared in 
the February issue of Trust COMPANIES. 


Fifth Session, February |8th 


The presiding officer at the fifth session 
of the Conference was Judge H. L. Standeven, 
member of executive committee of the Trust 
Division and executive vice-president of the 
Exchange Trust Company of Tulsa, Okla. 
The first speaker was James W. Allison, mem- 
ber Committee on Trust Education of the 
Trust Division and trust officer of the First 
and Merchants National Bank of Richmond, 
Va., whose topic was “Fundamental Require- 
ments of Trust Accounting Systems.” He 
said in part: 

“Several years ago a committee of the 
Trust Division was appointed to prepare a 
set of forms and records for an official 
A. B. A. trust accounting system. The plan 
was to have these forms printed and dis- 
tributed through the office of the secretary of 
the Division, for the benefit particularly of 
new trust departments and small trust de- 
partments of limited means and experience. 
Last October, however, the committee decided 
this to be inadvisable. The members of the 
committee, each coming from a different 





state, found, first of all, a considerable vari- 
ation in the type of trust assets handled. 
They found still greater variation in the form 
of accounting required by the probate courts 
of the various states, 

“The committee found also that in recent 
years several systems have come on the mar- 
ket that meet all reasonable requirements, 
with good prospects for an increase in their 
number, as older unsatisfactory systems are 
revised to take care of practical operating 
needs. These systems are by no means iden- 
tical. In deciding which to select, factors 
such as internal arrangements in the bank 
building, equipment costs, and personnel 
available were found to enter, as well as 
the choice which must be made between par 
control and inventory value control. This 
the Committee felt to be a matter of prefer- 
ence to be decided by each institution in the 
light of probate court requirements, vault 
control, and other similar considerations. 


“Since variations in local conditions could 
without disadvantage lead to different meth- 
ods of attaining equally satisfactory results, 
the’ committeé concluded that it would be 
better to try to formulate a statement of fun- 
damental requirements applicable to trust 
department accounting and operating sys- 
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tems, and to advise each trust department 
to adopt that system which best meets these 
requirements and is at the same time best 
suited to its own local conditions and the 
preferences of the officers in charge.” 


Scientific Fee Schedules 


The succeeding speaker was Henry A. 
Theis, chairman of the Committee on Costs 
and Charges of the Trust Division and vice- 
president of the Guaranty Trust Company of 


New York. Mr. Theis summarized the re- 
sults of several years of labor in making a 
study of trust costs and fees with a view to 
arriving at a greater degree of uniformity 
for certain types of trust services which lend 
themselves to standardization. Mr. Theis 
directed attention to the printed report of 
the committee which provides a guide to trust 
fees with a recommended cost accounting 
system. (See page 353 of this issue.) 

One of the most valuable papers submitted 
at the conference was that by John E. Blunt, 
vice-president of the Continental Illinois 
Bank & Trust Company of Chicago, on “Man- 
agement Problems at Depressed Levels.” This 
address was published in the February issue 
of Trust ComMpPANIEs. The next speaker was 
Kingsley Kunhardt, investment trust officer 


of the Guaranty Trust Company of New 
York, who spoke on “Specialization in the 
Administration of Trusts.” (See page 374 
of this issue.) 


Sixth Session, Thursday, 
February | 8th 


The sixth and final session of the Confer- 
ence was devoted to the discussion of ques- 
tions and policies of trust administration. 
“Statutory Powers, Duties and Responsibili- 
ties of Trustees” was the subject of a paper 
by William J. Stevenson, member of the Trust 
Division’s Committee on Fiduciary Legisla- 
tion and vice-president of the First Minne- 
apolis Trust Company. Mr. Stevenson sub- 
mitted a tentative draft of a bill subject to 
final action by the Committee on Fiduciary 
Legislation, setting forth statutory powers, 
duties and responsibilities of trustees. (See 
page 367 of this issue.) 

The next speaker was George G. Bogert, 
chairman of Committee on Uniform Trust 
Administration Act of the National Confer- 
ence of Commissioners on Uniform State 
Laws, who described the progress made in 
connection with the formulation of a uniform 
trust administration act. (See page 325.) 


H. L. STANDEVEN 


Chairman, Executive Committee, Trust Division, A.B.A., 

and Executive Vice-president Exchange Trust Co., Tulsa, 

who presided at the Fifth Session of the Mid-Winter Trust 
Conference 
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The conference came to a close with an 
address on “The Trend of Intestate Legisla- 
tion,’ delivered by Richard G. Stockton, 
member of the Division’s Committee on Fidu- 
ciary Legislation and vice-president of the 
Wachovia Bank & Trust Company of Win- 
ston-Salem, N. C. (See page 357.) 


CONSTRUCTIVE REVISION OF BANKING 
LAWS IN DELAWARE 

The State of Delaware has always been be- 
forehand in revising and bringing up to date 
its laws governing banking, trust and busi- 
ness procedure. At various times in its his- 
tory, and as suggested by new experiences, 
the banking and trust company laws of the 
state have been amended. In view of les- 
sons taught in the last few years the Gov- 
ernor of Delaware, C. Douglass Buck, has 
appointed a committee of prominent Dela- 
ware bankers to make a thorough study of 
existing financial statutes as a basis for rec- 
ommendations and revisions at the next ses- 
Sion of the legislature. Harold W. Horsey, 
State Banking Commissioner, heads the spe- 
cial committee. Particular attention will be 
given to requirements in granting new bank HENRY E. SARGENT 
charters and minimum capitalization. Secretary of the Trust Division, A. B. A. 
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BANKING CONSOLIDATION IN 


PLAINFIELD, NEW JERSEY 
Consolidation of the Plainfield National 
Bank and the Guaranty Trust Company of 
Plainfield, New Jersey, was recently com- 
pleted under the name of the Plainfield Na- 
tional Bank. These two units were affiliates 
of the Plainfield Trust Company and the of- 
ficial set-up indicates the close relations be- 
tween the trust company and the merged 
banks. Coincident with the merger the 
Plainfield National Bank took possession of 
the remodelled bank building which provides 
modern and attractive accommodations. The 
consolidated institution has deposits of $1,- 


609,505 and resources of $2,092,509. Fol- 
lowing are the officers: Frank H. Smith, 


president, who recently completed his second 
term as-Commissioner of Banking and In- 
surance of New Jersey; vice-president, Ar- 
thur E. Crone and William G. Debele; cash- 
ier, George E. Volk; assistant cashier, Ed- 
son B. Day. Mr, H. Douglas Davis, who is 
vice-president and trust officer of the Plain- 
field Trust Company, was appointed consult- 
ant trust officer for the bank. The board 
of directors includes a number of officers and 
directors of the Plainfield Trust Company 
beside important men of business and finan- 
cial affairs who served with the two uniting 
banks. 

The Plainfield Title & Mortgage Guaranty 
Company, which is controlled by the com- 
mercial banks of Plainfield, N. J., recently 
moved its offices from 214 Park avenue to the 
new Plainfield National Bank building. 
Harry H. Pond, president of the Plainfield 
Trust Company is also president of the Plain- 
field Title & Mortgage Guaranty Company. 
The company loans on first mortgages and 
also deals in five and a half per cent guar- 


anteed mortgage participations for invest- 
ment, and in title insurance. Capital and 


surplus amount to over $600,000. 








COOPERATIVE MOVEMENT FOR SAFE- 

DEPOSIT BUSINESS 
The banks and trust companies of this 
country are providing about five million safe 
deposit boxes, but have sold less than 75 per 
cent of these facilities. There is a job to be 
done in educating the public to the necessity 
of -real instead of haphazard protection of 
valuables and papers. The deposit of money 
for safekeeping in the strong boxes of the 
goldsmiths was the starting point of com- 
mercial banking. Today there is no substitute 
for the protection of safe deposit service, 
which incidentally acts as a feeder for other 
bank departments. 

In an address before the National Safe 
Deposit Convention, Mr. Leonidas Aber of the 
Diamond National Bank of Pittsburgh out- 
lined a plan for cooperative subscription by 
every bank in the country to a program for 
nationwide advertising of safe deposit serv- 
ices. He called attention to the potential 
market of 6,000,000 families that can advan- 
tageously use these facilities and thereby be- 
come bank customers. The plan calls for a 
nominal voluntary assessment of each bank 
which would be more than repaid by a 1% 
per cent effectiveness of the campaign. A 
national committee would be required to 
enlist the individual banks. 

The primary purpose throughout is to pre- 
sent the message of safe deposit service and 
its relations to other banking and _ trust 
facilities by means of a national radio hook- 
up combined with advertising in a popular 
national magazine to reach these millions of 
homes. Each bank could provide local ad- 
vertising tie-up from mats provided by the 
association, and thus by cooperation develop 
this potential business. 


F. W. Cotton, of the Oakland branch of 
the Peoples-Pittsburgh Trust Company has 
been elected president of the Safe Deposit 
Association of Pittsburgh. 








Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE. ] 


AUTHORITY TO RETAIN INVESTMENTS 
(A successor trustee may be vested 
with the same investment authority as 


one originally designated in the will.) 


In this case the court discussed the situa- 
tion with respect to investments received 
from a testatrix to whom the will granted 
discretionary powers. Where a discretionary 
power is vested in a trustee, the situation 
of the fiduciary in relation thereto is pre- 
cisely what the connotation of the phrase 
implies. It has the right to do a certain act 
if in accordance with the dictates of pru- 
dence but it is under no legal compulsion re- 
specting its performance. The court in this 
case affirmed the existence of a power on the 
facts demonstrated. As a result, the substi- 
tuted fiduciary was vested with authority to 
act. This right inevitably involved the au- 
thorization to hold any property for a rea- 
sonable time which is simply another method 
of saying that the propriety of retention will 
continue so long as the dictates of prudence, 
as applied by the average reasonable man in 
his own like affairs, indicate the wisdom of 
such a course. 

The trustee named in the will was over 
seventy years of age and the interested par- 
ties petitioned for, and obtained, the ap- 
pointment of another trustee in his place. On 
the question as to whether the discretionary 
powers granted to the original trustee were 
to be exercised by the successor trustee, the 
court said: “In view of the circumstances of 
the estate, the advanced age of the trustee 
named, and the probability that the term of 
at least some of the trusts will extend be- 
yond his life, the court is of opinion and 
determines that it was the intention of testa- 
trix that a possible successor trustee should 
be fully vested with the broad discretionary 
powers granted by her to the original trustee 
in the portion of the will quoted.’—IJn Re 
Storts’ Estate, N. Y., Kings Co. Sur. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


EXTRINSIC EVIDENCE IN WILLS 
(When through inadvertence, the 
draftsman omitted the amounts of cer- 
tain legacies provided by the will, extrin- 
sic evidence of their amounts will be ad- 
mitted. ) 

In this case the residuary estate was left 
in trust for the benefit of the husband of the 
testatrix for his life, with remainder over 
provided for as follows in the will as drafted : 

“Sixth—Upon the death of my said hus- 
band, I direct my trustees to pay to each of 
the children of my husband’s cousin, Tusie 
Williams Jennings, and the balance thereof 
remaining, I direct one-half thereof to be 
paid to my sister, Louisa Stern, and the other 
one-half to my uiece, Eliza Lachappele, of 
Switzerland.” 

The amount to be paid to each child of the 
husband’s cousin was inadvertently omitted. 

It was held that the will made to such 
children a gift by implication, and admitted 
in evidence the draftsman’s memorandum, 
made when he received his instructions from 
the testatrix, to show the amount which the 
testatrix intended to give to each child of 
Tusie Jennings was $1,000.—Matter of Wil- 
liams, Surrogate’s Court, Suffolk County, New 
York, November 12, 1931. 


VALIDITY OF GIFTS 
(Even though there be intent and de- 
livery, a gift is not valid where the thing 
given is, by its terms, non-transferable. ) 
George F. Wallace during his lifetime be- 
came the owner of ten United States Treas- 
ury savings certificates. He presented all of 
the certificates to his wife, under such facts 
and circumstances as to effect a valid and 
complete gift of the certificates to her unless 
the terms and conditions expressed in the 
certificates had the legal effect of prohibiting 
or restraining the transfer of the title to the 
certificates, and the right to the proceeds 
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thereof by gift. There was a contention that 
if the transfer of the title to the certificates 
by gift was prohibited by the terms of the 
certificates, still there was an equitable as- 
signment thereof by the gift which operated 
to give the wife a title which equity will 
recognize and protect. 

The only obligation of the certificates was 
the promise to pay under certain conditions, 
and this obligation was made not transfer- 
able by the terms of the certificates. Unless 


contrary to law or public policy, an obliga- 
tion to pay money which by its terms is made 


payable to a designated person only, and 
made non-transferable, negatives any prom- 
ise of the obligor, otherwise implied, that 
payment would be made to an assignee or 2 
transferee. The transferability of the paper 
was destroyed by the consent of the original 
parties to it. The non-transferability of the 
certificates was a protection and a security 
for both the government and the registered 
owner and the court had no power to waive 
this benefit on behalf of the government. 
George F. Wallace could not transfer the 
ownership of the certificates by fiat and his 
wife was not entitled to the proceeds, her 
title to the certificates being dependent upon 
her ownership. The obligation of the govern- 
ment to pay the amounts of the certificates 
being limited to paying George F. Wallace, no 
title to the certificates, or right to proceeds 
thereof, passed by a manual delivery of the 
certificates with the intent to make a gift of 
the certificates, or the amounts.—IJn re Es- 
tate of Wallace, Illinois Appellate Court, Sec- 
ond District, Decided February 18, 1932. 


WIDOW’S ELECTION 
(While courts will safeguard widow's 
interests to the utmost, laches will pre- 
vent revocation of an election finally de- 
termined to be prejudicial although not 
fraudulent. ) 


Charles C. Daub, the testator, had a half 
interest in partnership firm and each of his 
brothers a quarter interest. Their partner- 
ship articles provided that upon the death 
of either of the partners, the others should 
pay his estate a specified sum in cash—in the 
ease of this testator, $210,000—and all the 
decedent’s interest in the firm’s assets should 
then vest in the survivors. On March 22, 
1921, Jacob Daub, one of the partners, died, 
and his personal representatives elected to 
take the sum he was entitled to under the 
partnership articles, in securities standing in 
the name of the firm. These were set apart 
for the benefit of his estate, but had not been 
transferred to it on December 14, 1922, when 
the present testator died. If the partner- 
ship articles did not apply to the situation 
then existing, the testator’s estate was en- 
titled to receive two-thirds thereof, or $241,- 
$61.25, less the fees, costs and expenses of 
settling the partnership, and the depreciation 
in value possibly and not uncommonly aris- 
ing from an enforced liquidation. If the 
partnership articles did then apply, the es- 
tate was entitled to receive from August, the 
surviving partner, the net sum of $210,000 in 
eash. 

When the question of the widow’s election 
came up, it was important for the executor 
to know, in order to advise her properly, 
whether the estate was entitled to the 
$210,000 in cash, or to an interest in the net 
proceeds on the winding-up of the partner- 
ship. He therefore laid the matter before 
the lawyer who advised the executor that 
testator’s estate was entitled to receive only 
the $210,000 in cash provided for in the co- 
partnership articles. On February 23, 1923, 
which was about two and a half months after 
the death of the testator, his widow elected 
to take under his will. About a year after the 
testator’s death, the executor filed his ac- 
count, charging himself with the $210,000. 
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The widow and the three children of the tes- 
tator agreed in writing that the account 
should be confirmed absolutely. More than 
six years after the death of the testator, and 
nearly five years and eleven months after the 
widow had elected to take under his will, 
she filed the present petition asking a decree 
vaeating her existing election, and for leave 
to make a new election to take against the 
will. 

It was held that the principle that a widow 
is entitled to full information regarding her 
deceased husband’s estate before she can be 
called upon to make her election does not 
control here. There was a formal election, a 
statutory time within which it was required 
to be made, and more than five years had 
elapsed. A widow must make her election in 
writing within two years after the issuance 
of letters testamentary, and failure to de- 
liver such writing within said period is 
deemed an election to take under the will. 
It followed that the court should, in further- 
ance of that intend, hold that ordinarily a 
petition to revoke an election must be pre- 
sented within the statutory period after let- 
ters testamentary have been issued, or it will 
be deemed too late. A different conclusion 
would, of course, be reached in cases where 
actual fraud has been committed to obtain 
the widow’s election, and no laches appear, 
for fraud vitiates everything it touches; but 
there was no fraud in this case. The executor 
believed, and had a right to believe, that the 
information he gave the widow was strictly 
correct. Though the widow said she did not 
know the value of the estate during the run- 
ning of the two years periods, her delay com- 
pelled the court to hold that she was guilty of 
laches.—Estate of Daud, Pennsylvania Su- 
preme Court, Western District. Decided No- 


9° 


vember 23, 1931. 


INCORPORATION BY REFERENCE 
(A reference in a will to a previously 
executed trust agreement does not violate 
the injunction against incorporation of 
unattested documents. ) 

Here the testator left a will dated Novem- 
ber 25, 1927, whereby he gave one-fifth of 
his residuary estate “to the New York Trust 
Company, to be held in trust for the benefit 
of my daughter Florence Skillings, under the 
Same terms and conditions embodied in the 
Trust Agreement made between myself and 
the said New York Trust Company, dated 
April 15, 1922, the principal to be disposed of 
as contained in the said agreement, and 
which agreement is hereby made part of this 
my will, as if fully set forth herein.” The 
testator’s daughter had been judicially de- 
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clared to be a person of unsound mind and 
had been committed to an asylum. The trust 
agreement assigned to the trustee specified 
shares of stock ito be applied to her support. 
It also stated that by a will previously made 
the grantor had set apart for her use a 
sixth of his residuary estate, “to be held by 
the trustee as an addition to and part of 
the trust estate hereby created, and the trus- 
tee upon receiving such share of the grantor’s 
residuary estate, shall administer it as a part 
hereof and as directed in this indenture.” 
Provision was also made for the disposition 
of the interests in remainder when the trust 
was at an end. The only change effected by 
the will of 1927 was to make the share of the 
residue a fifth instead of a sixth. The Sur- 
rogate held upon objections by the next of 
kin that the will was valid in all its parts. 
The Appellate Division reversed, and held 
that as to a fifth of the residuary estate there 
had been a violation of the rule forbidding 
the incorporation of unattested documents, 
and that the testator to that extent had died 
intestate. 

The Court of Appeals held that at the 
execution of this will there was in existence 
a valid deed of trust whereby a trustee was 
under a duty to apply the subject-matter of 
the grant to uses there declared. All that the 
later will did was to give additional prop- 
erty to the same trustee to be held in the 
same way. The rule against incorporation, 
well established though it is, is one that will 
not be carried to “a dryly logical extreme.” 
The legacy when given was not the declara- 
tion of a trust, but the enlargement of the 
subject-matter of a trust declared already. 
The extrinsic fact, identifying and explaining 
the gift already made, was as impersonal and 
enduring as the inscription on a monument.— 
Matter of Locke & ano., New York Court of 
Appeals. Decided February 9, 1932. 


TAX STATUS OF COMPROMISES 
(An amount paid by way of settle- 

ment to a will contestant is not deduc- 

tible for inheritance tax in Kentucky.) 

Here the testator devised his residuary es- 
tate to his two sisters and a niece. A surviv- 
ing brother contested the will. The contest 
was settled out of court by the legatees pay- 
ing the sum of $25,000 to the contesting 
brother. In preparing the state inheritance 
tax return, the executor deducted the sum 
so paid to the contesting brother and the 
question involved was the validity of such 
deduction. 

In holding against the executor the court 
pointed out that when the will was estab- 
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lished, the legatees became entitled to the 
entire residuary estate. The money paid to 
the contestant by the executor was paid by 
the express authority of the residuary lega- 
tees. In that way the residuary legatees 
exercised domination and control over the 
entire residuary estate, and disposed of the 
part of it paid to the contestant. That por- 
tion was not received by the contestant from 
the estate by deviser or by descent, but was 
received by him from the legatees as a con- 
tractual payment in compromise of existing 
litigation. Although his right to maintain 
the contest of the will was derived from his 
relationship to the testator, his title to the 
money came from the contract with the 
legatees.—John Cochrans Executor vs. Ken- 
tucky, Kentucky Court of Appeals, decided 
December 18, 1931. 


Raymond H. Berry and Claude H. Stevens 
of Detroit announce the formation of a part- 
nership for the general practice of law, 
specializing in tax, probate matters and cor- 
porations. 

Edward Hess, formerly vice-president and 
eashier, has been elected president of the 
National Bank of Commerce at Charleston, 
W. Va., succeeding G. W. Van Horn, resigned. 
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WACHOVIA BANK AND TRUST 
COMPANY 


During the past trying year the Wachovia 
Bank & Trust Company of North Carolina 
has maintained exceptional stability in de- 
posits with high degree of liquidity and with 
trust business showing new records of 
growth. This company has its main office in 
Winston-Salem with branch offices in Ashe- 
ville, High Point, Raleigh and Salisbury. 
The statement at close of last year showed 
banking resource of $48,203,933; deposits, 
$42,326,000; capital, $2,500,000; surplus, 
$2,000,000, and undivided profits of $402,469. 
The sum of $488,521 is maintained as reserve 
for depreciation, besides other reserves of 
$300,000, exclusive of reserves for interest, 
ete. 

Robert M. Hanes, president of the Wacho- 
via, has been appointed a member of the 
Fifth Federal Reserve district advisory com- 
mittee of the Reconstruction Finance Cor- 
poration. 

Cc. B. Ewell, assistant secretary of the 
North Carolina Bank & Trust Company of 
yreensboro, N. C., has been made secretary 
and treasurer. 
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ROYAL TRUST COMPANY OF CANADA REPORTS $576,000,000 TRUST 
ASSETS UNDER ADMINISTRATION 


An increase of $47,000,000 in trust assets 
under administration to the impressive total 
of $576,008,976 is one of the notable features 
in the thirty-second annual report of the 
Royal Trust Company of Montreal, Canada 
and covering operations during the past year. 
These figures do not include stock transfer 
agencies, bond trusteeships and liquidations. 
The amount of potential new business evi- 
denced by the number of wills on file under 
which the company is named as executor is 
assurance of constantly increasing volume of 
fiduciary responsibility. Another feature in 
the last annual report is the record of satis- 
factory earning capacity in the face of ad- 
verse factors in the general business situa- 
tion. It is a tribute to the management that 
net profits of $560,833.33 were only $61,160.15 
below the $621,993.48 profits in 1930. 

The profits not only were ample to pay divi- 
dends of 16 per cent and additional bonus of 
2 per cent with taxes amounting to $74,178, 
but also providing a substantial addition to 
the profit and account. The capital 
amounts to $2,000,000 with reserve fund of 
$472,973.00, unappropriated profits of $472,- 
973.00 and total assets of $11,154,418 owned 


loss 


R. P. JELLETT 
General Manager, Royal Trust Company of Montreal 


by the company. The sum of $50,000 was 
authorized at the annual meeting to be set 
aside for staff pension fund. The relatively 
small decrease in earnings during 1931 was 
largely accounted for by a falling off in the 
stock transfer agency department and in 
sales of real estate effected during the year. 
sonds and stocks owned by the company or 
held as an investment against guaranteed 
accounts, are shown in the balance sheet at 
an amount not exceeding market values. 


The annual meeting was presided over by 
the president of the company, Sir Charles 
Gordon, G. B, E., who expressed acknowl- 
edgement for the fidelity and efficiency of 
officers and staff at the main and branch 
offices. After reviewing briefly the satisfac- 
tory growth and financial position of the 
company he introduced General Manager R. 
P. Jellett who summarized the leading de- 
velopments of the year. He also directed 
attention to efforts which are being conducted 
through the Trust Companies’ Section of the 
Montreal Board of Trade to bring about com- 
pletion of agreements between the govern- 
ment and the province of Quebec and certain 
other governments to obviate the charging 
of double succession duties on certain assets 
of estates, where one government has charged 
on such assets owing to the domicile of the 
owner and another on the same assets, Ow- 
ing to the location of the head office of the 
company issuing the securities comprising 
such assets. Mr. Jellett stated that the bur- 
den of such double succession duties is gen- 
erally recognized and expressed confidence 
that the respective governments will take 
effective action to remove this injustice. In 
conclusion the General Manager said: “The 
sound and continuous growth of the com- 
pany’s business is evidence of its usefulness, 
and of appreciation of the fact that the more 
difficult the conditions ruling in the financial 
world, the more necessary and valuable are 
the services of trust companies.” 

During the past year the Royal Trust Com- 
pany obtained a charter from the Province 
of Prince Edward Island enabling the com- 
pany to extend its facilities and carry on 
business in that province. The company has 
branch offices and is now empowered to do 
business in every province of the Dominion 
as well as in Great Britain, Northern Ire- 
land and Newfoundland. Directors and of- 
ficers were re-elected. 
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NATIONAL TRUST COMPANY OF TORONTO, CANADA MAINTAINS 
ADMIRABLE RECORD 


It is during difficult conditions such as 
generally encountered during the past year 
that qualities of sound and efficient manage- 
ment, particularly in trust administration are 
brought into stronger relief. The truth of 
this is reflected in the progress and activities 
of the National Trust Company, Limited of 
Toronto, Canada, as recorded in the thirty- 
fourth annual report and surveys submitted 
at the annual meeting. Combined assets at 
close of the past year amounted to $265,661,- 
995 of which $237,979,850 consisted of es- 
tates, trust and agency accounts under ad- 
ministration and which represent a substan- 
tial increase. 

Considering general conditions the earning 
record of the company affords satisfaction. 
Net profits, after providing for all costs of 
management, fees, contingencies, etc., amount- 
ed to $546,040 to which sum was added $249,- 
965 brought forward from 1930 and making 
total to credit of profit and loss account of 
$796,005. Out of this total there was appro- 


priated $420,000 for dividends at the annual 
rate of 14 per cent; $96,148 to provide for 


taxes other than taxes on real estate and 
$279,857 was carried forward to profit and 
loss account. The capital of the company is 
$5,000,000 with reserve fund of $3,000,000. 
Capital assets total $6,487,959 and guaranteed 
trust account, $21,244,186. 

The annual meeting was presided over by 
the president, W. E. Rundle. He embraced 
the occasion to emphasize the urgent need 
for international cooperation and of nations 
cultivating an international mind in political 
relations. “I know of no country that 
will be quicker to respond to world improve- 
ment than Canada,” said Mr. Rundle. “Our 
country’s essential soundness is recognized 
both at home and abroad. As to the ultimate 
future there is no doubt. Meanwhile we 
should be diligent as never before to inform 
ourselves on all phases affecting every phase 
of our position. We should frankly face the 
facts. We should grasp every nettle. If we 
do this many of our difficulties will disap- 
pear.” 

Mr. Rundle directed attention to important 
executive changes which became effective 
during the year. He paid high tribute to 
Sir Joseph Flavelle who relinquished the 
presidency to become chairman of the board 
and after serving the company for twenty 
years as president. As successor to the office 


president, Mr. Rundle reaffirmed his earnest 
desire to carry forward the policies and tra- 
ditions which had been fostered by Sir Jo- 
seph Flavelle. 

The activities of the company which has 
branch offices embracing the various Cana- 
dian provinces, were next reviewed by J. M. 
Macdonnell who succeeded President Rundle 
during the past year as general manager and 
having association with the company since 
1911. He referred to the increase in capital 
and guaranteed trust assets from $26,940,265 
to $27,682,145 which was accounted for by an 
increase in deposits of nearly $1,000,000. Of 
total capital and guaranteed assets $9,303,125 
is in government and municipal bonds, other 
bonds and debentures, call loans and cash 
and with $S72.974, or less than three and one- 
quarter per cent of the total, in stocks. Dur- 
ing the year the amount of government and 
municipal securities for above accounts was 
increased by over $3,000,000 and standing 
at close of year at $6,377,107. On the other 
hand the company reduced call loans from 
$3,000,000 to $370,000 with cash standing at 
$1,700,000. As against deposits of $14,636,454 
the company has liquid securities amounting 
to $10,176,097, a ratio of 69.5 per cent. 

Stocks and bonds, other than government 
and municipal securities are shown in the bal- 
ance sheet at market values on December 31, 
1931, although valuations allowed by the Reg- 
istrar or Loan and Trust Corporations of On- 
tario would show a figure considerably above 
such market values. The same is true regard- 
ing values placed on government and munici- 
pal bonds. The company has from the begin- 
ning adhered to a policy of laying aside as a 
reserve each year a certain percentage of 
interest collections with the result that ac- 
cumulated reserves have been ample to write 
down stocks and bonds and protect mortgage 
business against any possible losses. Earn- 
ings have been stabilized by reason of the 
varied nature of the company’s services. 

At the annual meeting an additional vice- 
president and two new directors were elected. 
Leighton McCarthy, K. C., was elected vice- 
president. He is president of the Canada 
Life Assurance Company and has been a di- 
rector of the National Trust Company for 
some years. The new directors are E. G. 
Long, K. C., of Long & Daly, barristers and 
solicitors, and Frank P. O’Connor, president 
of the Laura Secord Candy Shops, Ltd. 
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ELEMENTS OF TIMELINESS AND APPEAL TO READER INTEREST 
IN BANK ADVERTISING 


BRYANT W. GRIFFIN* 
Of Frank Presbrey Company, New York 


but 
bearing some 


Many banks believe in advertising 
limit their story to a card 
interesting legend such as, “Capital and 
Surplus over $5,000,000” or “Foreign Ex- 
change Transacted.” A banker inexperienced 
in advertising feels that the bank’s name is 
all important. In three cities in my travels 
this Summer where this type of advertising 
was used, I was informed by people varying 
in intelligence from a hotel clerk to the wife 
of the headmaster of the exclusive Country 
Day School, that the banks never did any 
advertising as far as they noticed. They 
had evidently missed the bank cards and 
“our financial statement.” 

People will say to a banker, and I know, 
for I have had charge of the advertising of 
a New York City bank, “I saw your adver- 
tisement this morning.” They seldom say “I 
read your advertisement.” And yet bankers 
will insist that their whole story be told in 
each advertisement. They overlook the value 
of the striking illustrations, intriguing head- 
lines, and pithy copy which puts advertising 
over, 

There is a certain value, too, in moving 
along the lines of the readers’ thoughts: at 


Christmas, Christmas is in the air; when a 
new bridge is built, it is of interest. A man 
who seizes on these passing occasions is al- 
Ways accused of being an opportunist. He 
is, in that he has not neglected his oppor- 
tunity. 


A banker once told me that he had little 
use for advertising but he always had all 
his advertisements prepared by the first of 
the year and run right through in order, ou 
schedule. He said his advertisements ticked 
like a clock. He was fully persuaded, how- 
ever, that bank advertising is a necessary 
evil because the other banks did it. Evident- 
ly his advertisements might ‘‘tick” like a 
clock but they did not click, or he would 
have had quite another idea of the value of 
bank advertising. 


*WUr. Griffin was formerly assistant vice- 
president of Gotham National Bank and ad- 
vertising manager in charge of new business 
at the National Newark & Essex Banking 
Company; also instructor in the American 
Institute of Banking on “New Business for 
Banks.” 
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NEW STANDARD TYPEWRITER AN- 
NOUNCED BY BURROUGHS 
ADDING MACHINE CO. 

A new standard typewriter that contains 
a number of exclusive features has just been 
announced by the Burroughs Adding Machine 
Company of Detroit, Michigan. The new ma- 
chine is of distinctive appearance and pleas- 
ing design. It is finished in black enamel, 
with black crystal panels at sides and back, 
and chromium plated fittings. The mechan- 
ism of the machine is almost completely en- 
closed, a feature that protects it from dust. 
It is of sturdy construction throughout, 
benefiting from the precision-manufacturing 
methods developed by this company for other 

types of office machines. 

A light, positive key-touch is an outstand- 
ing feature of the new typewriter. By an 
exclusive method of balancing the type-bars 
a smooth, direct action is obtained that per- 
mits fast, accurate operation. The carriage 
of the machine also presents a number of 
new developments in typewriter construction. 


UNUSUAL ADVANTAGES ARE EMBODIED IN THE NEW 
STANDARD TYPEWRITER ANNOUNCED BY BUR- 
ROUGHS ADDING MACHINE COMPANY 


In most cases these refinements, which in- 
clude a rigidly controlled carriage, a new 
type of variable line spacer, and a new paper 
feed construction that permits writing to the 
exact bottom of a sheet, are features taken 
from Burroughs bookkeeping machines. 

Another feature of the new typewriter is 
the shift. It is known as a balanced shift 
in which the carriage remains stationary and 
in which the platen alone is shifted. This 
permits a more durable carriage construction 
and tends to increase its length of service. 
Other features include a shift-lock on both 
right and left shift keys, front margin stops 
and seale, an eleventh-inch platen with ten- 
inch writing line on a standard width car- 
riage, ball bearing rollers, and a new, posi- 
tive back-space mechanism. 


EARNINGS OF NORTHWEST 
BANCORPORATION 

Northwest Bancorporation with its 138 af- 
filiates ranks sixteenth in size in aggregate 
deposits among financial institutions in the 
United States, the annual report says. De- 
posits of the Northwest Bancorporation group 
make it seventh in size outside New York 
City. For the year ending December 31, 
1931, the corporation made gross earnings 
of $24,191,509.39 compared with $26,306,- 
864.74. Reduction in expenses from $19,- 
532,857.15 to $18,177,340.91 left operating 
earnings $6,014,168.48 compared with $6,774.- 
007.59 for the previous year. The directors 
charged off $6,100,759.90 in the year on loans 
and investments, substantially in excess of 
the amount set up by the national and state 
authorities who examined the banks. After 
making these charge-offs and setting up re- 
serves, eliminating non-ledger assets and all 
good will value, the Bancorporation and its 
affiliated institutions have capital, surplus 
and undivided profits of $52,465,657.29. 
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HANDSOME NEW TRUST QUARTERS FOR 
STATE STREET TRUST CO. OF BOSTON 


Due to rapid increase in trust and agency 
business, the State Street Trust Company 
of Boston has found it necessary to provide 
more spacious quarters for trust department 
operations. These quarters were recently 
completed, and preserve in their architec- 
tural features the handsome modern equip- 
ment and characteristics of the State Street 
Trust Company home. The trust department 
assets total $52,515,000, exclusive of agency 
accounts, which in September of 1931 aggre- 
gated $58,093,000. 

Banking resources in the last financial 
statement as of December 31, 1931, amounted 
to $62,043,000, with deposits of $54,000,000, 
and capital, surplus and profits of $6,744,377. 


CONSERVATIVE POLICY OF WISCONSIN 
BANKSHARES 

A quarterly dividend of 4 cents a share 
on the 9,836,367 shares outstanding was 
voted by directors of the Wisconsin Bank- 
shares Corporation recently, covering the 
first quarter of 1932. Walter Kasten, presi- 
dent, stated that the earnings of the cor- 
poration compare very favorably with those 
for the same period last year. “While the 
profits from operations is in excess of the 
same period last year, the decision to reduce 
the quarterly dividend from five to four cents 
a share,” said Mr. Kasten, “is in accordance 
with the conservative policy which has been 
followed by the directors of the Wisconsin 
Bankshares Corporation since its organiza- 
tion.” 


SHOWING SECTION OF THE ENLARGED QUARTERS FOR THE TRUST DEPARTMENT OF THE 
STATE STREET TRUST COMPANY OF BOSTON 
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CENTRAL HANOVER OPENS NEW OFFICE 

The Central Hanover Bank & Trust Com- 
pany opened a branch office in its new build- 
ing at 35 East Seventy-second st., New York 
City, on March 1st. The office is a complete 
banking unit, providing domestic and foreign 
banking service, trust facilities, and safe de- 
posit vaults. Of Georgian design, the new 
building is a departure from ordinary bank- 
ing architecture and arrangement. A large 
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reception hall, ticker room, officers’ platform, 
and cageless banking counters occupy the 
main floor, and the trust department and 
conference rooms the two upper floors. Safe 
deposit vaults are in the basement. 
Livingston Parsons, vice-president, is in 
charge, assisted by William C. Crolius, Jr., 
assistant secretary; Egbert B. Grandin, as- 
sistant treasurer; and Mrs. Archer Brown, 
manager of the women’s department. 


SPACIOUS OFFICERS’ QUARTERS, AND MAIN BANKING Room, IN NEw OFFICE OF THE CENTRAL 
HANOVER BANK & TRUST COMPANY AT 35 East 72p STREET, NEw YORK 
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THE “COMMERCE BUILDING” IN 
KANSAS CITY 

“The Commerce Building in Kansas City” 
is the title of an exceptionally attractive and 
artistic brochure which comes from the pub 
licity department of the Commerce Trust 
Company of Kansas City, Mo. In its execu- 
tion may be readily detected the talented 
hand of Fred M. Staker, assistant vice-presi- 
dent of the company and in charge of its 
publicity. To say that this publication is 
typical of Fred Staker’s productions is to pay 
the highest possible tribute. He is a past 
master in the art of bank and trust company 
advertising and that means from inception, 
layout, appeal, illustrative quality and effec- 
tiveness. 

The new brochure is designed to set forth 
with de luxe illustrations and neatly joined 
text matter the many remarkable architec- 
tural, equipment and other features of the 
“Commerce Building,” which is one of the fin- 
est banking homes in the United States and 
is a fitting home for the 67-year-old Com- 
merce Trust Company which occupies the 
first three floors, providing complete com- 
mercial, trust and investment banking fa- 
cilities. Located in the heart of the retail 
and financial section the building provides 
finely appointed business offices for its 3,000 
tenants. 

An unusual feature of architecture is the 
wide central court, which, combined with 


Portion of the Bank Lobby of the Commerce 
Trust Company of Kansas City, Missouri 
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high ceilings, gives excellent lighting and 
ventilation to every office. The banking 
floors, foyers and halls are walled with im- 
ported Italian marble of dignified design and 
ornamental craftsmanship. The building of 
this home is emblematic of the rise of the 
Commerce Trust Company to the position of 
the largest bank in the Southwest. The state- 
ment of December 31, 1931 shows resources 
of over $94,000,000, including cash and gov- 
ernment securities of more than $25,000,000 
and total deposits of $85,000,000. 


BOOK REVIEW 
Annotated Forms of Wills. By Saul Gordon 
of the New York Bar; publishers: Prentice- 

Hall, Ine., 1932; 606 pps. $10. 

A collection of annotated wills prepared 
by expert counsel that have proven success- 
ful in operation. Individually indexed to 
enable counsel to avoid difficulties in drafting 
of pzovisions. Divided into two classes: 
wills with, and wills without trust provisions 
the various wills arranged according to the 
marital status of testator. 

Typical clauses governing specific limita- 
tions, powers and bequests are included. At- 
tention is given to the forms and objectives 
of trust funds, outlining intentions of the 
testator concisely and providing for a vari- 
ety of circumstances that may arise in execu- 
tion of the trust. 

The numerous wills and codicils included 
have stood the test of time and are cases 
taken from all conditions of wealth and po- 
sition, 


MARINE MIDLAND GROUP EXPANDS 
Negotiations are in progress which will add 
another bank to the twenty important banks 


and trust companies of New York State 
which belong to the Marine Midland Group. 
The latest recruit is the Northern New York 
Trust Company of Watertown which has 
total resources of $11,000,000. Directors of 
the Watertown bank have approved the plan 
for exchange of stock. The twenty institu- 
tions now embraced in the Marine Midland 
Group have total capital funds of over $70,- 
000,000 and cover an area in New York which 
consumes over 26 per cent of the nation’s 
goods. Announcement has also been made 
of the election of two new directors to the 
board of the Marine Midland Group, namely, 
William W. Foster, president of the Union 
Trust Company of Rochester, a member of 
the group, and Henry Oliver Smith, a leader 
in Buffalo financial and corporation affairs, 
and a valuable director of the Marine Trust 
Company of Buffalo, largest member of the 
Group. 
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NEW VAULT INSTALLATION CON- 
TRACTS FOR YORK SAFE AND 
LOCK COMPANY 

In the quest for the highest degree of bank 
vault protection and installations of the York 
Safe & Lock Company of York, Pa., have 
appealed to many of the largest banks and 
trust companies of this and other countries, 
including most of the Federal Reserve banks 
and branch Reserve banks of the United 
States. While the York label and installa- 
tions are to be encountered in many large 
banking institutions, the same high qualities 
of scientific workmanship and perfection are 
also to be found in installations by smaller 
banks and trust companies throughout the 
country. 

Some exceptionally important vault con- 
tracts recently awarded the York Safe & Lock 
Company are deserving of notice. One of 
these is the vault contract for the new _ build- 
ing in course of construction for the First 
National Bank of New York at the prominent 
corner of Wall and Broadway. Although this 
new building will be overtopped in height by 
some of the surrounding trust company sky- 
scrapers, the new First National home will 
be in keeping with the traditions and the dis- 
tinguished position which the first National 
acquired among American banks under the 


masterful guidance of the late George F. 
Baker. Work on the structure has pro- 
gressed sufficiently so that the rivet grip 


reinforcing and concrete necessary for the 
vault installation will soon be in place, The 
design and character of the York equipment 
will be in keeping with the prominent posi- 
tion of this financial institution. 

Another recent York contract is for sub- 
stantial additions to the vault equipment 
of the First National Bank of St. Louis which 
has been making extensive alterations and 
additions to its building. New vault en- 
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trances are also being installed in conjunc- 
tion with heavy steel linings. Announcement 
is also made of contract award to the York 
organization for extensive vault equipment 
additions at the main office of the Toledo 
Trust Company. The contract also calls for 
a modern heavy vault equipment in a nearby 
branch. Installations of sections of safe de- 
posit boxes are being made at both locations. 





FOSTERING GOOD WILL 

The Conqueror First National Bank of 
Joplin, Mo., has successfully conducted a 
plan whereby the good will of its customers 
is assured. The plan is described by Vice- 
president H. <A. Richardson, who says: 
“Briefly, this plan calls for releasing each 
teller from his respective duties, one day 
each week, for the purpose of calling on 
customers of the bank. 

“The manner in which our tellers operate 
is left largely to them. Their business is to 
spend one day each week getting acquainted 
with the bank’s customers. They go out and 
call on the customer at his place of business. 
They make the customer realize that his 
business is appreciated. They familiarize 
themselves with the customer’s business and 
equip themselves with a general knowledge 
of the prospects for the future development 
of this business. Very often, they increase 
the customer’s use of the bank’s facilities 
and occasionally they correct some misunder- 
standing that a customer has been grumbling 
about. The customer appreciates these visits 
from tellers and a better understanding be- 
tween the bank and its customers has come 
about through this avenue of personal con- 
tact.” 

The board of directors of Bankers Trust 
Company of New York have declared for 
the current quarter the regular 71% per cent 
dividend. 
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PLANS FOR ANNUAL FINANCIAL 
ADVERTISERS CONVENTION 

I. I. Sperling, assistant vice-president of 
the Cleveland Trust Company, and vice-presi- 
dent of the National Financial Advertisers 
Association, has been appointed program 
ehairman for the association’s annual con- 
vention to be held September 12-15 in Chi- 
cago, the city where the organization was 
created seventeen years ago. Mr. Sperling 
is also in charge of the association’s research 
work and handled the program for the At- 
lanta convention in 1929. He has been ac- 
tively engaged in bank merchandising and 
publicity work with the Cleveland Trust 
Company for twelve years and is a frequent 
contributor to advertising and banking pub- 
lications. He is a former newspaper man 
with the Cleveland Plain Dealer. 

Program plans as now contemplated are to 
be built around the theme “Looking Ahead 
with Finance” and discussions will deal with 
the part financial advertising and selling will 
play in the period of business recovery now 
believe to be just ahead. It is expected that 
chairmen who have conducted the research 
work of the Association this year and who 
are therefore most familiar with the mem- 
bership’s problems, will preside at depart- 
mental sessions which will allow greater gen- 
eral discussion from the floor than heretofore 
and will study by groups, the current and 
forthcoming problems of savings, commercial 
banking, trust. investment, safe deposit and 
business promotion men in the association. 
There will also be a new departmental for 
associate members engaged in selling space 
and supplies to financial organizations. New 
features will include a founder’s dinner at 
which tribute will be paid to those who 
established the Association in Chicago in 
1915. The usual exhibit of representative 
financial advertising from all parts of the 
country, always a high-spot of the conven- 
tions, will be on display. 


IN CHARGE OF TRUST NEW BUSINESS AT 
CHASE NATIONAL 

Vincent L. Banker, second vice-president of 
the Chase National Bank of New York, has 
been placed in temporary charge of the Trust 
New Business Department, succeeding the 
late Edward M. MeMahon, second vice-presi- 
dent. Mr. Banker has had more than fifteen 
years’ experience in trust administrative 
work, is a member of the New York Bar, and 
for several years has been in close contact 
With the development of the cooperative 
movement between life underwriters and cor- 
Lorate fiduciaries. 
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REPRESENTATION 
IN CHICAGO 


Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
| Court Receiverships 


*] 


CHICAGO Titties 


& TRUST COMPANY 
69 WEST WASHINGTON STREET 
NO DEMAND LIABILITIES | 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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IN PITTSBURGH 7 of the 8 leading banks 
supply their customers with checks made 
on La Monte Safety Paper . . Here, as in 
all financial and industrial centers the 
country over, La Monte is the preferred 
check paper, accepted, used, and appre- 


Jour of B 


ciated for its safety, durability; for the dis- 
tinction it lends to every transaction. 


George La Monte & Son, 61 Broadway, 
New York City. Also branch offices in Chi- 
cago, Cleveland, Kansas City, St. Louis, At- 
lanta, Dallas, San Francisco and Baltimore. 


LA MONTE SAFETY PAPER FOR CHECKS 
NATIONAL SAFETY PAPER... BANKERS SAFETY 
PAPER . . . SAFETY CHECK PAPER . . . ANCHOR 
SAFETY PAPER . . . EXCHANGE SAFETY PAPER 
— ALL LA MONTE PAPERS—ALL SAFE 





C. R. DEwey 


Vice Chairman of Board, First Citizens Bank & Trust Co. 


of Utica, who has been elected President of the Trust 
Companies Association of New York 


Largest and Leadi 
Southern California Bank 


RESOURCES 
OVER 


$500,000,000 


and communities 





from Fresno to IMPERIAL 


Imperial Valley VALLEY@ 


EGURITY-FIRST 


NATIONAL BANK 
OF Los ANGELES 


COMPLETELY - 
DEPARTMENT 


* LARGE + AND - APPOINTED 
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JOSEPH H. BREWER 


President of the Grand Rapids National Bank and the 

Grand Rapids Trust Company of Grand Rapids, Micht- 

gan. who has been elected President of the Grand Rapids 
Clearing House Association 
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BANK OF MANHATTAN TRUST CO. 
TRUE TO TRADITION 

With an inviolate record for conservatism 
and a history of expanding service running 
back to the early days of the Republic in 
1799, the Bank of Manhattan Trust Company 
of New York continues true to traditions. 
This organization has weathered and gained 
new impulse from many periods of depres- 
sions, pursuing a steady course. The present 
period, notwithstanding its severity and 
duration, is no exception. It is evidenced 
by the strong financial position of the Man- 
hattan organizations, the uninterrupted qual- 
ity of useful service rendered individuals, 
corporations and correspondent relationships. 
Most significant, perhaps, is the fact that 
the Bank of Manhatan Trust Company con- 
tinues to expand its facilities, including the 
opening of new branch banking facilities. 
Within the past few months three new 
branches have been opened, one at 13th ave- 
nue and 47th street in Brooklyn, another ac 
S6th street and 20th avenue in Brooklyn and 
a third in Glendale, Queens Borough, making 
a total of 80 offices in Greater New York. At 
each of these offices the customers are as- 
sured of the expansive facilities provided by 
the Manhattan Company group of financia! 
institutions, embracing the Bank of Manhat- 
tan Trust Company, with domestic banking 
and trust services; the International Accept- 
ance Bank, Inc., foreign banking; the New 
York Title & Mortgage Co., guaranteed mort- 
gages and certificates, and the National Mort- 
gage Corporation, providing a nationwide 
title and mortgage service. An organization 
with such comprehensive facilities is also in 
an advantageous position to serve banks and 
trust companies throughout the country and 
abroad in correspondent relationships. 


The financial statement of the Bank of 
Manhattan Trust Company at the close of 
last. year emphasized the strongly entrenched 
financial position with resources of $461,087,- 
OS9 of which an exceptionally large percent- 
age consisted of liquid assets against deposit 
liabilities of $375,131,667. The capital struc- 
ture is composed of $22,250,000 paid-in capi- 
tal; $40,000,000 surplus; $4,436,747 undivided 
profits and with reserve for contingencies 
amounting to $5,350,000. The year-end state- 
ment of the Manhattan Company showed con- 
solidated net operating earnings of $8,833,- 
919 after all usual and ordinary charge-offs 
with a general reserve of $15,000,000 besides 
the dividend for reserve and other purposes. 

In addition to recent executive changes in 
the Manhattan organization the most recent 
announcements are the election of William 
T. Kelly, for the past seven years an officer 
of the International Acceptance Bank, Inc.. 


as vice-president of the Bank of Manhattan 
Trust Company and the election of James P. 
Warburg, president of the International Ac- 
ceptance Bank, Ine., as a director of the 
New York Title & Mortgage Company. 

The Bank of Manhattan Trust Company 
has been appointed registrar for the common 
stock of Julius Kayser & Company. 


FIRST CITIZENS BANK AND TRUST OF 
UTICA, N. Y. 

Operations are running smoothly and effi- 
ciently at the First Citizens Bank & Trust 
Company of Utica, N. Y., which is the result 
of the recent consolidation of the First Bank 
& Trust Company, the Citizens Trust Com- 
pany and the Utica Trust & Deposit Com- 
pany, giving that city one of the largest 
banks and trust companies in New York 
State. The financial statement at the be- 
ginning of the year showed total resources 
of $4,189,514 with a high degree of liquid 
and prime assets. Deposits amounted to 
$45,800,000; capital, $2,000,000; surplus and 
undivided profits, $3,219,629, with strong re- 
serves of $2,317,274. The trust department 
holds total fiduciary funds of $38,368,587, in- 
cluding trusts under wills and agreements, 
$16,105,390; executorships, guardian, ete., 
$1,912,032; custodianships and other fidu- 
ciary accounts, $20,351,164. 

The consolidated bank is most ably staffed. 
Charles B. Rogers is chairman of the board; 
John F. Maynard, Jr., chairman executive 
committee; Chester R. Dewey, vice-chairman 
of the board; Francis P. McGinty, president ; 
T. J. Harrington, executive vice-president ; 
Theodore Rokahr, vice-president and treas- 
urer; Fred G. Reusswig, vice-president and 
trust officer; Graham Coventry, vice-presi- 
dent and other vice-presidents as follows: 
Henry R. Williams, Frank C. Thurwood, Wil- 
liam C. Wright (vice-president and secre- 
tary), L. Floyd Smith, Alpheus M. Mangam 
and Francis J. Maloy. 


LEGALS IN CONNECTICUT 

The Banking Commissioner of Connecticut 
has announced the following changes in the 
list of obligations which are legal for savings 
bank and trust fund investment in that 
state: Additions—Norwood, Ohio, Hunting- 
ton Park, California. Deductions—Chicago 
& North Western Railway Company, all is- 
sues including equipment trusts; Chicago, 
Indianapolis & Louisville Railway Company, 
all. issues; Michigan Central Railroad, all 
issues; Mobile & Ohio Railroad Company, all 
issues including equipment trusts; Ohio Pub- 
lic Service Company, first and refunding 5s, 
6s, 7s and 7%s; Pere Marquette Railway 
Co. all issues including equipment trusts. 
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HIS is a new book dealing en- 


Trust ng eee Ys 
tirely with the organization, 


operation and development of trust 

departments by banks and _ trust 

an § dn TU St companies. It comprehends practi- 
cal and approved procedure and rep- 

resents a survey of methods and 

Com antes practice as approved by practical 
ip experience of numerous trust com- 

panies. Included in the book are 

By CLAY HERRICK forms and records employed in trust 
Vice-President, Ghe pate “Crust Company department work which have been 
of Cleveland selected with care. Special atten- 

tion is given to fee schedules, the 


Including safeguarding of securities and the 
Price, 84.00 postage handling of investments. 









Write to 
BOOK DEPARTMENT 


TRUST COMPANIES PUBLISHING ASSOCIATION 
55 Liberty Street, New York City 











Che Development of Trust Companies 
in the Gnited States 


By James G. Smith 


Instructor in Charge of Statistics, Princeton University 






This new volume of 590 pages, just published, is the most com- 
prehensive survey of the history and progress of trust companies 
in the United States, beginning with the inception of the move- 
ment over a century ago and embracing description of widening 
scope of service, methods of operation and sources as well as 
basis of potential trust business. 


The book has a bibliography of over 70 pages containing refer- 
ences to all literature on the subject. 


Profusely illustrated. Per copy, $6.25 postpaid. 












Address: Book Department, TRUST COMPANIES Magazine 
55 Liberty Street, New York 
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CONSERVATION IN ADJUSTING BANK 
DIVIDENDS 

Not only as a matter of economy but also 
because dividend ratios of the past years 
yield too high a rate of return on present de- 
pressed market values of bank stocks, the 
tendency among large banks in New York 
and other cities must be regarded as con- 
servative and justifiable. It is a sad com- 
mentary on the reversal of investment judg- 
ment which two and a half years ago fought 
feverishly for bank stock at market levels 
yielding but two to three per cent and today 
ignores bank stock of unquestionable sound- 
ness at much reduced market values yielding 
three or four times the dividends which were 
paid before the market break, even 
with dividends cut to lower figures. 

Doubtless there has been sad impairment 
in earnings of banks from banking, loaning 
and other activities. It is a fact, neverthe- 
less, that in the case of banks or trust busi- 
ness conducting large volume of trust busi- 
ness, the earnings from that source have in 
considerable measure provided the needed 
income to maintain regular dividends aside 
from other expenses, taxes, overhead, ete. 
There is little to be said, however, in favor 
of keeping up regular dividend payments at 
rates far beyond those commanded by other 
types of stock on present market values. 


stoek 


DIVIDEND AND SALARY ADJUSTMENTS 
AT CHASE NATIONAL BANK 

Recent action by the directors of the Chase 
National Bank of New York restores the divi- 
dend to the rate paid by the bank prior to 
July ist last. ‘The quarterly dividend rate 
for the first quarter of the current year was 
adjusted on the basis of 75c. a share on the 
7,400,000 shares of the bank. ‘This repre- 
Sents an annual rate of $5 per share, and as 
the shares are at par value of $20, this rate 
represents a 15 per cent annual rate on the 
Stock. On July 1, 1931, the bank assumed 


the 25c. quarterly dividend previously paid 
by the Chase Securities Corporation and this 
additional dividend has now been omitted, 
pending a return to conditions justifying re- 
sumption of dividends by the securities affil- 
iate. The bank’s current earnings are at a 
rate more than ample to meet the adjusted 
rate on dividends. 

Salary adjustments of the official and cleri- 
cal staff of the Chase National Bank will be- 
come effective on April 1st, coincident with 
the return of the stock of the bank to a 15 
per cent annual dividend ‘basis. It was 
stated at the bank that junior clerks would 
not be affected by the adjustments, no salary 
under $1,200 per annum being changed. WSal- 
aries over that amount and up to $5,000 will 
be subject to a five per cent reduction, while 
those above $5,000 will be reduced five per 
cent on the first $5,000 and ten per cent on 
the excess over ‘that amount. This is the 
only general salary adjustment that has been 
made by the Chase National Bank since the 
beginning of the current business depression. 


LIQUIDATION OF BONDS OF CLOSED 
BANKS 


In connection with the recent announce- 
ment by the Comptroller of the Currency of 
the establishment of a central office in New 
York to liquidate to the best possible advan- 
tage the securities of closed banks, brings 
information that a bureau operating on simi- 
lar lines for securities of closed state banks 
has been operative for some months in the 
New York State banking department. The 
bureau established by Superintendent Brod- 
erick has thus far disposed of between $60,- 
000,000 to $70,000,000 securities of closed New 
York City banks. By this means liquidating 
officials have been able to take advantage of 
the best possible market conditions and have 
avoided needless sacrifice by enforced or un- 
timely dumping on the market. The same 
operating principle is pursued by the cen- 
tralized agency for the marketing of bonds 
of closed national lanks. 
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CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,000,000 


STRICTLY A FIDUCIARY INSTITUTION 








DIVIDEND ADJUSTMENT BY 
CITY BANK 


In the interests of economy and of a policy 
of conservatism in building up contingent re- 
Serves a number of New York banks have 
announced adjustments in declaring divi- 
dends for the first quarter of the current 
year. The directors of the National City 
Bank declared a quarterly payment of 75c. 
a share, placing the shares of the bank on 
a $3 annual basis, compared with the $4 an- 
nual rate paid since October, 1929. Earn- 
ings of the National City Bank, it is stated. 
during the first two months of this year, have 
been actually in excess of those for the cor- 
responding period last year while earnings 
of the affiliated City Bank Farmers Trust 
Company are substantially above those of 
a year ago. Operations of the National City 
Company have also been profitable despite 
prevailing market conditions. 

The board of trustees of the Brooklyn 
Trust Company declared a quarterly divi- 
dend of $4 a share on capital stock for the 
first quarter of 1932. This places the stock 
on a $16 annual dividend basis against $20 
previously. President George V. McLaughlin 
stated: “The earnings for the first quarter 
of the year will be in excess of the dividend 
requirement at the old rate of $5 a share 
per quarter. The change in rate was made in 
pursuance of a policy of conservatism in 
building up contingent reserves.” 


NATIONAL 


CHEMICAL BANK MAINTAINS DIVIDEND 

The regular quarterly dividend of 45c. per 
share has been declared on the capital stock 
of the Chemical Bank & Trust Company for 
the current quarter. Announcement was 
made that M. D. Howell, assistant vice- 
president of the Chemical Securities Corpora- 
tion has been elected an assistant vice-presi- 
dent of the Chemical Bank & Trust Company. 


A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 
Capital - - - $2, 000,000.00 
Surplus and Undivided Profits - 870,000.00 

OFFICERS 

EDWARD J. STELLWAGEN......2..ccccceee President 
GEORGE E. HAMILTON...... Vice-President, Attorney 

and Trust Officer 
GEORGE E. FLEMING. Vice-Pres. and Ass’t Trust Officer 
WALTER S. HARBAN Vice-President 
Epwarpb L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 
Epson B. OLpDs Vice-President and Treasurer 
IRVING ZIRPEL..Secretary and 3d Asst. Trust Officer 
W. FRANK D. HERRON Assistant Treasurer 
S. WILLIAM MILLER Assistant Treasurer 
G. ELMER FLATHER Assistant Treasurer 
WILLIAM S. LYONS Assistant Secretary 
J. WESLEY CLAMPITT, JR Assistant Secretary 
WILLarD G. McGRAw Assistant Secretary 





BANK OF NEW YORK AND TRUST NEAR. 
ING 150TH ANNIVERSARY 

The Bank of New York and Trust Com- 
pany now has the distinction of being the 
oldest bank in the United States, recently 
having observed its 148th anniversary. When 
this institution began business the Federal 
Constitution had not been written and the 
population of New York City numbered only 
20,000. During 135 years of its existence the 
old Bank of New York has been located on 
its present site at William and Wall streets. 
The charter of the bank was drafted by Alex- 
ander Hamilton. Among the original stock- 
holders were such distinguished old New 
York family names as Roosevelt, Low, Wad- 
dington, Maxwell, McCormick, Vanderbilt, 
Randall, Hamilton, Franklin, Seton, Sands. 
Bowne, Stoughton, Le Roy, Constable and 
xsouveneur. Many of the descendants of 
original stockholders are still carried on the 
books of the company. 


REGULAR DIVIDEND BY UNITED STATES 
TRUST COMPANY 

The board of trustees of the United States 
Trust Company of New York have authorized 
the regular quarterly dividend of $15 per 
share payable April 1st to stockholders of 
record, March 15th. The capital of the com- 
pany is $2,000,000 with surplus and undivide: 
profits of $27,005,358. The statement at close 
of last year showed banking resources of 
$93,711,307 with deposits of $63,542,541, rep- 
resenting a gain during 1931 of four and a 
half million dollars. 

Announcement was also made by the board 
of trustees of the election of Thomas H. Wil- 
son, who is vice-president of the company, 
to fill the additional office of secretary. Mr. 
Wilson has been with the United States Trust 
Company for thirty-two years. 
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cA Missouri Fiduciary 


PIONEER [TRUST COMPANY 


IN KANSAS CITY 


With confidence in our ability to render a satisfactory service based 
on more than a quarter of a century successful operation, we invite 
correspondence from banks, individuals, and corporations requiring a 


COMPLETE TRUST SERVICE 


OFFICIAL AND DIRECTORIAL CHANGES 
IN BANCAMERICA-BLAIR 
CORPORATION 

Reorganization has been effected in the 
official staff and personnel of the board of 
the Bancamerica-Blair Corporation. George 
W. Armsby, for many years a prominent fig- 
ure in corporate and international banking 
circles, has been elected chairman of the 
board and president with John M. Grant as 
vice-chairman. Hunter S. Marston resigned 
as president and as a result of a number of 
other resignations, the board now consists of 
the following members.: George N. Armsby, 
A. P. Giannini, John M. Grant, J. Cheever 
Cowdin, Robert C. Adams, C. McK. Lewis, 
and James F. Cavagnaro. 

Other officers elected or re-elected are as 
follows: vice-presidents, J. Cheever Cowdin, 
Robert C. Adams, Hearn W. Streat, George 
J. Gillies and John R. Montgomery ; assistant 
vice-presidents, E. G. Burland, E. G. Carley 
and Myron Summerfield; secretary, J. J. de 
Boisaubin; treasurer, Arthur L. Stemler; as- 
sistant secretaries, E. G. Carley, Henry Har- 
ris, Arthur Hamill and Arthur L. Stemler:; 
assistant treasurers, John Mooney and J. J. 
de Boisaubin. 


NATIONAL CITY COMPANY LISTS U. S. 
OBLIGATIONS 

The National City Company of New York 
has compiled a list of 31 United States Gov- 
ernment obligations at present in the hands 
of the public and bearing interest. ‘The total 
amount outstanding as of February 29th, ex- 
cept the Treasury bills which are taken as 
of March 2nd, is $17,459,156,290. The first 
Series of two per cent Treasury certificates 
known as the baby bonds are also listed. 

The obligations outstanding with which are 
given their principal features, including the 
tax exemption provisions of each, as applied 
to individuals and corporations, are $13,517,- 


370,200 in thirteen issues of Liberty and 
Treasury bonds; $2,032,977,500 in six issues 
of Treasury certificates of indebtedness; 
$600,446,200 in one issue of Treasury notes; 
$518,795,000 in seven issues of Treasury bills, 
and $789,567,390 in seven issues of Consols, 
Panama Canal, Conversion and Postal Sav- 
ings bonds. 

Accompanying information includes the 
amount of each obligation outstanding, dates 
of issue, maturity and interest payment, 
when callable, when books close on registered 
bonds and whether or not the obligations are 
receivable at par for inheritance taxes. The 
brochure containing these details also in- 
cludes charts showing the course of the gov- 
ernment’s gross public debt since 1910 and 
the yield on long-time government bonds 
since 1922. 


TIMELY TEXT FOR BANK ADVERTISING 

“Bank Your Money and Pay by Check” is 
the keynote and slogan of an extensive new 
advertising campaign, launched by George A. 

4a Monte & Son, the well-known manufac- 

turers of safety paper. The primary object is 
to help bring money out of hiding and into 
circulation. The first advertisement appeared 
recently in Business Week and other adver- 
tisements will follow in magazines of wide 
circulation, stressing the advantages of a 
bank account and the folly of hoarding 
money. 

“We realize,’ says a representative of 
George La Monte & Son, “that no one adver- 
tising campaign will put an end to hoarding 
in this country. But we do believe that con- 
certed action along this line by leading banks 
and business organizations will do it. And 
we stand ready to help in any way we can.” 


H. Edmund Machold of F. L. Carlisle & 
Co. has been elected a member of the board 
of directors of the Marine Midland Trust 
Company of New York. 
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CORPORATE APPOINTMENTS FOR 
CHASE NATIONAL 

The Chase National Bank of New York 
has been appointed registrar of the capital 
stock of the Tobacco Products Corporation 
of Delaware; registrar of the capital stock 
of American Heme Fire Assurance Company : 
registrar of the capital stock of American 
Constitution Fire Assurance Company. 





NEW YORK BREVITIES 

Eugene W. Stetson, vice-president of the 
Guaranty Trust, New York, has been elected 
a director for the Illinois Central Railway 
to fill the vacancy caused by the resignation 
of James P. Warburg. 

The Bankers Trust Company of New York 
has been appointed co-agent with the Win- 
ters National Bank and Trust Company, Day- 
ton, Ohio, for the payment of City of Dayton, 
Ohio, bond coupons. Bankers Trust Com- 
pany also announces appointment as deposi- 
tary, custodian and transfer agent for voting 
trust certificates under a new voting trust 
agreenment of the Class “A” stock of Roxy 
Theatres Corporation. 

The thirty-ninth annual convention of the 
New York State Bankers Association will 
be held at the Westchester Country Clu), 
Rye, N. Y. June 13th, 14th and 15th. 

Samuel Thomas Bledsoe, chairman of the 
executive committee of the Atchison, Topeka 
& Santa Fe Railway, has been elected to the 
board of directors of the Commercial Na- 











tional Bank and Trust Company of New York. 

The 100 per cent increase stock transfer 
tax in New York State became effective 
March Ist. The tax was increased from 2c. 
to 4c. per share. 

The board of directors of Bankers Trust 
Company of New York announces the election 
of Lucien B. Thomas as an assistant vice- 
president. 

Howard F. Wortham, well known in New 
York trust company circles has opened an 
office in New York at 14 Wall street, as in- 
vestment counsel. 

The Harriman Securities Corporation, af- 
filiate of the Harriman National Bank and 
Trust Company, has acquired a large stock 
interest in the Liberty National Bank. 

Approximately $37,000,000 is now being ad- 
ministered by upwards of 75 community 
trusts and foundations in the United States 
and these organizations have increased their 
volume of distribution to nearly $1,000,000 
annually. 

The Title Guarantee and Trust Company 
of New York declared its regular quarterly 
dividend of $1.20 a share payable March 31st, 
to stockholders of record at the close of 
business March 21, 19382. 

Guaranty Trust Company of New York has 
been appointed transfer agent for 70,000 
shares of preferred stock, par value $100 
each, and 350,000 shares of common stock 
without par value, of the Agfa Ansco Cor- 
poration. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus 
Undivided 
Capital Profits, Deposits, Par Bid Asked 
Dec. 31, 1981 Dec. 31, 1931 

Anglo-South American Trust Co........... $1,000,000 $758,000 $4,151,600 100... Ba 
Banca Commerciale Italiana Trust Co...... 2,000,006 2,101,300 12,725,400 100 170 180 
Benk of Sicily Trust Co... 2.0... .cccsceee 1,600,000 500,000 9,098,200 100 18 20 
Bank of Manhattan Trust Co............. 22,250,000 44,436,700 375,156,000... 34144 36144 
OS Oe A ee De eee 6,000,000 9,730,700 105,769,800 100 370 390 
Se re re 25,000,000 75,020,400 558,413,100 10 63% 651% 
Bronx County Trust Co... .....0..ccccec. 1,550,000 517,400 17,205,800 20 13 18 
MEE UNE CMR ong vice me cscsiccenaces 8,200,000 12,893,100 117,184,600 100 250 265 
Central Hanover Bank and Trust Co....... 21,000,000 79,103,200 608,191,900 20 153 157 
Chemical Bank & Trust Co............... 21,000,000 44,758,800 297,395,800 10 385% 37% 
City Bank Farmers Trust Co............. 10,000,000 10,941,700 46,830,400 20 5134 533% 
Corn Exchange Bank & Trust Co.......... 15,000,000 22,549,500 239,008,800 20 64% 67% 
ee 6 ee 500,000 112,700 46,600... mS ae 
TEN oo vcs wana nelkseaeeceneee 4,000,000 3,131,800 20,080,100 25 22 24 
ES oo bea vksesvesivebvens 6,000,000 3,062,200 74,063,900 20 25 27 
Se ea 1,000,000 1,000,000 3,486,700 ve se = 
nasa ccccceve an vaicrwes 2,000,000 3,085,100 16,543,400 100 230 255 
ey SE 5 90,000,000 194,959,000 1,061,029,300 100 317 322 
RE NE CR. cing bic ca senesvesenae 3,000,000 846,500 14,076,200 100 35 40 
ag accuse cecbinesavees 50,000,000 75,506,700 440,018,600 10 20% 21% 
Mee CAMIMEY ZINES CIO... oc ccc ccccees 000 6,562,500 30,948,000 100 2275 2375 
I Os skeen ccs ceases see 3,000,000 2,400,000 17,573,400 <2 ae a 
Manufacturers Trust Co.................. 27,500,000 22,196,400 270,090,800 25 33% 35% 
Marine Midland Trust Co................ 10,000,000 7,019,000 53,400,800 ... a ad 
gg re 12,500,000 26,559,200 252,070,100 25 92 95 
Title Guarantee & Trust...............0. 10,000,000 21,208,100 43,369,000 20 56% 59% 


United States Trust Co............2.0005: 2,000,000 27,005,400 63,542,500 100 1550 1650 
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Philadelphia 


Special Correspondence 


QUESTIONNAIRE TO COMPOSE LAWYER- 
TRUST COMPANY RELATIONS 


“Direct action” has been undertaken by the 
Pennsylvania Bankers Association in aan 
effort to secure more effective cooperation in 
composing differences or conflict with mem- 
bers of the Bar relative to so-called ‘“‘un 
authorized practice of the law.’’ An impor- 
tant survey and investigation has been insti- 
tuted by the committee on cooperation with 
the Bar of the Pennsylvania Bankers Asso- 
ciation. It is based upon a comprehensive 
questionnaire, submitting a series of ques- 
tions as to practice of member banks and 
trust companies in connection with the draft- 
ing of wills and trust instruments and other 
pertinent phases of trust work which involves 
activities or obligations of a legal nature. 

An urgent appeal to member banks and 
trust companies to reply frankly to the ques- 
tionnaire is made by Carl W. Fenninger, 
chairman of the committee on cooperation 
with the Bar and vice-president of the Provi- 
dent Trust Company of Philadelphia. It is 
designed to incorporate information gleaned 
from the survey in a report to be presented 
at the approaching annual convention of the 
Pennsylvania Bankers Association to be held 
May 17 to 19, inclusive. In calling upon 
members to respond to the questionnaire Mr. 
Fenninger states: 

“No greater opportunity has ever been pre- 
sented to members of the Pennsylvania Bank- 
ers Association than now to work together 
in a common cause. Nearly ten years ago the 
association took action to avoid further cause 
for irritation or conflict with members of the 
legal profession by adopting a code of ethies. 
For several years following the adoption of 
this code, no complaints were expressed by 
members of the legal profession but during 
the past two or three years there has been 
a recurrence of objections voiced by members 
of the Bar in different sections of the state. 
These objections and complaints took the 
form of attempts at legislative enactments at 
the 1930 session of the Pennsylvania State 
Legislature. Had the bills then introduced, 
been enacted into law, the conduct of the 
banking and particularly the trust business 
of the banks and trust companies in the state 
would have been performed under great 
handicaps. 


member who has not al- 
done so to fill out and return at once 
Carl W. Fenninger, 


“We urge every 
ready 
the questionnaire to 
chairman, committee on cooperation with the 
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BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of i insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 


Bar, Pennsylvania Bankers Association at 
the Provident Trust Company, Philadelphia. 
Every member of the association should be 
willing to work to eliminate conflicts with 
members of the legal profession and build 
up sound and lasting cooperation with the 
Bar.” 


WIDESPREAD PARTICIPATION IN LIFE 
INSURANCE 


The United States is more heavily insured 
than any other nation, William A. Law, 
president of the Penn Mutual Life Insur- 
anee Company of Philadelphia, declared in 
a recent address before the Wharton Alumni 
Institute of Business. Life insurance in 
force here amounts to $109,000,000,000, which 
is estimated to be 70 per cent of the world’s 
total, he declared. “The legal reserve life 
insurance companies of the United States 
have total assets exceeding $20,200,000,000 in 
value, representing the equities of more than 
68,000,000 policyholders—in excess of one- 
half of our population,’ Mr. Law said. “This 
amounts to an average of only $297 for each 
policyholder, thus indicating the widespread 
participation of the American people in the 
institution of life insurance.” 











SECRETARY OF BANKING OPPOSES 
GUARANTEE OF DEPOSITS 

Dr. William D. Gordon, the Pennsylvania 
Secretary of Banking, has sent a vigorous 
letter of protest to Comptroller of the Cur- 
rency, John W. Pole, against the proposal for 
guarantee of bank deposits by the Federal 
Government contained in the Steagall bill be- 
fore Congress. Dr. Gordon emphasizes dis- 
erimination against non-member state banks 
and states: 

“T am unalterably opposed to the guaran- 
teeing of deposits by National or State Gov- 
ernments. Such a guarantee would place a 
premium upon bad management. For the 
Federal Government to guarantee deposits 
of National and State member Reserve banks 
would result in an unjust discrimination 
against non-member state banks. Many non- 
member state banks might not find it profit- 
able to affiliate themselves with the Federal 
Reserve System, and since the Steagall bill 
provides for guaranteeing deposits of mem- 
bers of the Federal Reserve System only, it 
indirectly would either force many state non- 
member banks, against their better business 
judgment, to join the Federal Reserve Sys- 
tem, or it would place them in such a bad 
light in the public eye that attacks might be 
made upon them, which would ultimately re- 
sult in their retiring from business. 

“For the banks receiving the government 
guarantees of deposits, in many cases there 
might develop an urge on the part of the 
officers to enter into a field of speculation in 
investments of high yield and in loans which 
might net large returns, with the sole idea 
of unusual dividends. There might be a 
feeling on the part of the officers that should 
the loans not work out as anticipated, and 
huge losses result to the bank, the depositors 
would be reimbursed because of the guaran- 
tee provided them by the government.” 


Howard A. Loeb has been chosen chairman 
of the advisory committee for the Philadel- 
phia Loan Agency of the Reconstruction 
Finance Corporation. Other members of the 
Advisory Committee for this district are 
F. Morse Archer, Joseph Wayne, Jr., and 
Cc. S. Newhall. 

The Lancaster County National Bank of 
Lancaster, Pa., has elected John C. Truxal of 
Greensville, Pa., a vice-president and trust 
officer. 

The Doylestown National Bank & Trust 
Company and the Bucks County Trust Com- 
pany of Doylestown, Pa., have consolidated 
under title of the former with combined re- 
sources of more than $3,600,000 and aggre- 
gate trust funds of more than $3,200,000. 
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PRESERVING LAW OF AVERAGES IN 
BANKING 

Expressing firm faith in the return of 
normal times and the human instinct to re- 
build after collapse, O. Howard Wolfe, in 
charge of activities of the Reconstruction 
Finance Corporation in the Philadelphia dis- 
trict, and cashier of the Philadelphia Na- 
tional Bank, said in the course of a recent 
address: 

“Heroic work has been done and is being 
done by bankers throughout the United 
States. They've been trying to counteract the 
folly that took hold of the public. Banking 
is based on two fundamentals—confidence 
and the law of averages. Bank deposits in 
the United States total $50,000,000,000. 
There’s only $9,000,000,000 cash in the coun- 
try. So also, while $17,000,000,000 is out- 
standing in federal obligations, payable in 
gold, that’s twice as much gold as there is 
in the whole world. But you don’t need all 
the cash or gold at once, in either of the 
two cases. However, when public confidence 
is lost the law of averages breaks down.” 


Absorption of the Citizens Trust Company 
of Gettysburg, Pa., by the First National 
Bank has been effected. 
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DROPPING “TRUST COMPANY” FROM 
NATIONAL BANK TITLES 

Four national banks in Philadelphia took 
action recently dropping the word “Trust 
Company” from their corporate titles. Such 
step was taken, according to officials of the 
banks, for “psychological reasons” and not 
as implying the surrender of trust powers. 
Another explanation given is that the “trust 
title’ was dropped so as to avoid confusion 
in the public mind and to emphasize that 
the banks operate under national instead of 
state charter. 

This action by national banks in Phila- 
delphia again directs attention to the neces- 
sity of legislative action to protect the title 
“trust company” against abuse and misuse by 
institutions which have no intention or do 
not possess equipment or qualification to 
assume trust responsibility and yet presume 
to make the public believe that they are in 
the same category with the established old 
trust companies. The state banking depart- 
ment is now engaged in studying the laws of 
other states where there are restrictions on 
the adoption of the name “trust company” 
with a view to clearing up the situation cre- 
ated in Pennsylvania where scores of pseudo 
“trust companies” have been forced to the 
wall and leaving the impression they were 
transacting fiduciary business. 


PENNSYLVANIA BREVITIES 

Herbert W. Douglass, vice-president and 
trust officer of the Beaver County Trust Com- 
pany of New Brighton, Pa., was recently 
elected president of the Beaver County Clear- 
ing House Association. 

John C. Truxal has been elected vice-presi- 
dent and trust officer of the Lancaster County 
National Bank, of Lancaster, Pa. 

The Philadelphia Saving Fund Society in 
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its one hundred and fifteenth annual state- 
ment shows larger deposits than ever before 
reported. As of January 1, 1932, they 
amounted to $312,000,098. 

The Board of Common Pleas Judges has 
unanimously appointed William H. Loesche, 
trust officer of the Girard Trust Company of 
Philadelphia to the Board of Education. 


Archie D. Swift, president of the Central- 
Penn National Bank of Philadelphia, an- 
nounces the completion of the consolidation 
of their two downtown offices with the open- 
ing of their new main office, at the southeast 
corner of 7th and Chestnut streets, in the 
Public Ledger building. 

E. R. Kreitner, for many years connected 
with Scranton banking institutions, has been 
elected executive vice-president of the Penn- 
sylvania Trust Company of Scranton, Pa. 
The latter is a consolidation of the Electric 
City Bank & Trust Company, the Hyde Park 
National Bank and the Keystone Bank. 

The Miners Savings Bank has absorbed the 
business of the Dime Bank & Trust Company 
of Pittston, Pa., increasing its resources to 
$10.500,000. 

The Camden Safe Deposit & Trust Com- 
pany of Camden, New Jersey is classed as the 
seventy-eight among the trust companies of 
the United States in point of capital funds 
with capital funds of $1,200,000 and surplus 
of $4,033,093. 

Banks in Tennessee with capital of less 
than $100,000 and surplus of at least 25 per 
cent, cannot qualify for exercise of trust 
powers under a recent ruling of the state 
banking department, interpreting the new 
trust code of the state. 

O. K. Moody, vice-president of the Old 
National Bank & Union Trust Company of 
Spokane, Wash., has been elected president 
of the Spokane Clearing House Association. 
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Fidelity-Philadelphia Trust Co 
Frankford Trust Co 
Germantown Trust 

Girard Trust Co 
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Integrity Trust 

Kensington-Security Bank & Trust 
Liberty Title and Trust 

Ninth Bank and Trust..............0.. 
North Philadelphia Trust 

Northern Trust 

Penna. Co. for Insurances 

Provident Trust..... 


Real Estate Land Title and Trust................... 
BRC BMERUE MME. 5. 0:c: 6. c.o.e. cco ain o:5:5. 6:0 wate ols nerdue ee 


. 3,131,200 


Par 


Capital Value 


. $1,000,000 


6,700,000 
500,000 


$22,794,074 
2,203,666 
4,306,088 
16,829,168 
4,276,878 
12,390,576 
2,203,351 
1,662,733 
2,339,773 
1,476,930 
4,094,669 
27,581,848 
17,298,395 
13,765,496 
2,357,424 


7°500,000 
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WORK OF CORPORATE 
TRUST DEPARTMENTS 


by R. G. PAGE 
Vice-President, Bankers Trust Co. 


and PAYSON G. GATES 


Assistant Secretary, Bankers Trust Co. 


hee is the first comprehensive work giving, from authoritative 
and practical sources, an inside view of corporate trust and 
corporate agency administration. Emphasizing the most recent 
developments, this book provides officers of trust companies and 
banks engaged in fiduciary service with actual demonstrations of 
trust company practice in respect to: 


CORPORATE TRUSTS 


Mortgages and indentures 
Authentication and delivery of bonds 


CORPORATE AGENCIES 


Corporate reorganizations and read- 
justments 


Sinking funds and releases of prop- 
erty 


Defaults and remedies 


Collateral trust indentures, note is- ; 
sues, equipment trusts es 


Escrow and miscellaneous trusts Coupon and divided payments 


Protective and reorganization com- 
mittees 


Transfer and registration of securi- 


_ An important feature of this exceptional book is the collection of over 100 forms, com- 
prising a complete set of corporate trust and agency records. 


It points out the necessity for careful analysis of all trust agreements; describes the 
dangers of immunity clauses; explains corporate trust and corporate agency services; covers 
the subject of fees and of vault control. It is in every respect a “‘brass-tack” book and the 
first to give the views of one on the inside of corporate trust work, looking out. 


Price, postpaid 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 
Gentlemen: Enclosed please find $5.00 (check or money order), for which kindly 
send me copy ot “Work of Corporate Trust Departments,” or you may send me copy 
on approval. 


Address 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York. 
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Special Correspondence 


SOLVENCY RECORD OF BANKING IN 
NEW ENGLAND 

Considered as a whole and in contrast to 
banking .fatalities in other geographical 
grouping of states, banking in New England 
during the past two crucial years has main- 
tained a record for stability and solvency 
which should give comfort and assurance to 
New England bankers. Here in Boston the 
only flareup resembling a serious run was 
that following the closing of the Federal Na- 
tional Bank and affiliated institutions which 
brought an attack upon the oldest savings 
bank in the city and which was completely 
stemmed after the bank had met all demands 
during a period of ten days without resort- 
ing to withdrawal notice. As compared with 
large totals in most other districts New Eng- 
land States experienced only thirteen closings 
in 1930 while Massachusetts with nineteen 
and Connecticut with ten failures contributed 
the bulk to the thirty-three bank closings dur- 
ing the year 1931, according to compilations 
made by the Federal Reserve Board. Sub- 
tracting a number of reopenings the aggregate 
of deposit liabilities involved together with 
the efficient efforts of the state and federal 
banking authorities to salvage and 
make dividends available to creditors, the 
net damage will be small, considering the 
severity of the situation during the past two 
years. It is further noteworthy that Maine 
had no banking failure in 1930 and only two 
small suspensions last year. New Hampshire 
had only one small bank failure in 1930 and 
two in 1951. Vermont had two failures in 
1930 but has a clean slate for 1931. Rhode 
Island is among the very few states which 
registered not a single banking failure dur- 
ing the last two years. Connecticut, which 
was perhaps the hardest hit outside of Massa- 
chusetts had seven failures in 1930 and ten 
in 1931, with two reopenings last year. 

Evidence is accumulating that New Eng- 
land is making rapid headway against hoard- 
ing in this section of the country. First there 
is the marked decrease in banking troubles 
during the past two months and the cancella- 
tion of ninety-day withdrawal notices by sav- 
ings banks in various localities, notably in 
Lowell, Mass., and Hartford, Conn. There is 
also talk of a number of reopenings of banks 
Which were closed last year and where sus- 
pensions were due to unreasoning fright 
rather than bad management or investments. 
Money is flowing back to savings and open 
accounts with military-like anti-hoarding 
forces covering the various states. 
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and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 


Capital 
found at 


COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 


Member Federal Reserve System 


The STATE STREET TRUST 


CENTRAL COOPERATIVE BANK FOR 
SAVINGS BANKS 

One of the most constructive pieces of bank 
legislation in Massachusetts was the recent 
enactment of the bill providing for a new 
Central Bank, creating a liquid reserve fund 
for all cooperative banks of the common- 
wealth and putting ample resources behind 
any savings bank that is confronted with 
emergency demands. In its essence, this bill 
which has been signed by Governor Joseph B. 
Ely, extends the feature of reserve bank fa- 
cilities to the savings banks which have ap- 
proximately 90 per cent of their assets in 
long-term mortgage investments. 

Membership on the part of all mutual sav- 
ings banks in the new Central Bank is man- 
datory. The bill provides for the accumula- 
tion of a central reserve fund up to a maxi- 
mum of 3 per cent of the deposit liability of 
the member banks. The fund may be loaned 
to borrowing banks on mortgages and other 
securities. The fund accumulated may be in- 
vested in bankers’ acceptances, bills of ex- 
change and the obligations of the United 
States Government and the government of 
Massachusetts. The fund will be governed 
by a board of fifteen directors. Each mem- 
ber bank will have a vote for each $10,000,000 
of its own deposits or fraction thereof. 
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NEW EXECUTIVES OF BOSTON SAFE DEPOSIT AND TRUST 
COMPANY 


made in the 
Boston Safe 


A further change has been 
executive management of the 
Deposit & Trust Company, following the 
death of Charles E. Rogerson, who had re- 
linquished the office of president after twenty- 
seven years of service in that office and as- 
suming the newly created office of chairman 
of the board but a week before his sudden 
demise from heart failure on February 3d. 
James Dean, who was elected vice-chairman 
of the board, when Mr. Rogerson became 
chairman of the board, has succeeded to the 
vacancy caused by the death of Mr. Rogerson 
and becomes executive head of the company 
as chairman of the board and chairman of 
the executive committee. Willard T. Carle- 
ton, who succeeded the late Mr. Rogerson as 
president, continues in that office. 

Mr. Dean assumes the executive guidance 
of the Boston Safe Deposit & Trust Company 
with a thorough familiarity of the policies 
of administration and service which have 
given this trust company a distinctive posi- 
tion and to which its marked growth, espe- 
cially in trust work, is attributable. Mr. Dean 
has been identified with financial affairs in 
Boston for many years. He is treasurer of 


JAMES DEAN 


Vice Chairman of the Board and Chairman of the Executive 
Committee, Boston Safe Deposit and Trust Company 


Wellesley College, a director of the New Eng- 
land Mutual Life Insurance Company and 
of a number of other important corporations. 
He became a director of the Boston Safe 
Deposit & Trust Company on July 7, 1925 
and has been a member of the executive com- 
mittee of the board since Fetruary 2, 1926. 

Mr. Carleton, who succeeds to the office of 
president held for over a quarter of a cen- 
tury by Mr. Rogerson, also brings to his re- 
sponsibilities the advantage of many years 
of close association with the former president 
and the policies developed during his admin- 
istration. Mr. Carleton began his connection 
with the company in 1906 and has been its 
senior trust officer since 1920, at which time 
he was elected vice-president. Other senior 
officers are: Roland E. Chafey, vice-presi- 
dent; Lyman H. Allen, vice-president and 
trust officer; Roger B. Conant, vice-president 
and trust officer Laurence G. Dean, treasurer 
and Francis J. Burrage, secretary. 

The latest financial report as of December 
31, 1931, shows trust department assets of 
$219,634,000, a gain of $14,000,000 last year, 
and with banking resources of $27,117,000. 


WittarD T. CARLETON 
President of the Boston Safe Deposit and Trust Company 
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CHANGED ASPECTS IN INDUSTRIAL 
PRODUCTION 

The First National Bank of Boston says 
in its current New England Letter: ‘‘Indus- 
trial production for the country as a whole 
is nearly 40 per cent below normal, or at the 
lowest level for the past 140 years or more. 
Prior to 1921 industrial output was never 
much more than 20 per cent below normal for 
any period for which there is record. In this 
connection it should be pointed out that the 
strictly non-essential industries constitute a 
large proportion of our total national output 
today, whereas two or three generations ago 
practically all of our industries were engaged 
in the production of absolute necessities. In 
consequence, industrial activity can fall much 
farther below the normal line than in earlier 
periods before reaching the fundamental re- 
sistance level, although it would seem that 
we must now be approaching that point, if 
we have not already reached it in a number 
of lines.” 


COMPTROLLER OF WORCESTER BANK & 
TRUST COMPANY 

Harry E. Finley has been elected to the 
newly created office of comptroller of the 
Worcester Bank & Trust Company of Wor- 
cester, Mass. He will have supervision of all 
the accounting and internal auditing of the 
seven banking institutions, comprising the 
affiliated Worcester County banks. Mr. Fin- 
ley, who is 33, was at one time member of the 
auditing staff of the Union Trust Company 
of Cleveland, and in 1929 was in charge of 
modernizing the accounting system of the 
Banco de Bogota, at Bogota, Colombia. 


Harry S. Watson, formerly assistant cash- 
ier of the Atlantic National Bank of Boston, 
Mass., was recently elected treasurer of the 
Berkshire Trust Company of Pittsfield, Mass. 


COMPANIES 


417 


MUMFORD RESIGNS FROM ATLANTIC 
NATIONAL 

Announcement has been made of the resig- 
nation of George S. Mumford as president of 
the Atlantic National Bank of Boston and 
the election to presidency in his place of 
James D. Brennan, former chief national 
bank examiner for the First Federal Reserve 
District. The resignation was also announced 
of Herbert K. Hallett as chairman of the 
board and the election of Harry K. Noyes 
to succeed Mr. Hallett. 

Mr. Mumford has been one of the leading 
figures in Boston banking life for many years. 


NEW ENGLAND BREVITIES 

Clarence E. Thompson has been named 
president of the Stamford Trust Company of 
Stamford, Conn., to succeed the late Walter 
D. Daskam. Mr. Thompson has been con- 
nected with the bank for twenty-four years 
in various capacities. 

George A. Hill of Arlington, Mass., who 
has been an assistant secretary of the State 
Street Trust Company since 1925, was ap- 
pointed assistant treasurer recently. Mr. Hill 
was an assistant cashier of the National 
Union Bank until that institution merged 
with the State Street Trust Company in 1925. 

L. J. Bowen, formerly of Moody’s Inves- 
tors’ Service in New York, and for two years 
with the investment division of the Central 
Hanover Bank & Trust Company of New 
York has been elected assistant vice-president 
of the Granite Trust Company of Quincy, 
Mass. 

Philip M. Purrington, assistant trust officer 
of the City Bank & Trust Company of Hart- 
ford, Conn., since 1927, has been elected trust 
officer of the Hadley Falls Trust Company of 
Holyoke, Mass. 

Deposits in savings banks of New York 
State reached a high record of $5,216,901,632 
at the close of February. 


CONDITION OF BOSTON TRUST COMPANIES 


Surplus and 
Capital Undivided Profits, 


Banca Commerciale Italiana 
Boston Safe Deposit and Trust Co 
Columbia Trust Co 

Jf ae ee 
Exchange Trust Co 
Fiduciary Trust Co 

Harris Forbes Trust Co 
Jamaica Plain Trust Co 
Kidder Peabody Trust Co 
Lee Higginson Trust Co 
New England Trust Co 
Old Colony Trust Co 
State Street Trust Co 
United States Trust Co 


$750,000 
2,000,000 
100,000 
2,500,000 
1,500,000 
500,000 
500,000 
200,000 
500,000 
500,000 
1,000,000 
5,000,000 
3,000,000 
. 1,400,000 


Assets 
Trust Dept. 
Dec. 31, 1931 


Deposits 
Dee. 31, 1931 
$899,567.18 
20,999,062.38 
778,407.34 
4,727,619.65 
2,546,592.80 
225,000.00 
2,375,617.26 
1,250,839.35 
2;531,098.08 
8,862,775.94 
26,087,480.78 
5,570,759.86 
53,921,780.19 
9,598,521.68 


Dec. 31, 1931 
$385,679.04 
3,798,051.40 
251,158.51 
278,094.24 
1,005,036.60 
538,533.33 
140,575.14 
102,611.38 
269,953.48 
784,119.17 
3,016,786.22 
5,256,393.40 
3,744,377.13 
2,436,380.74 


4,776,235.40 
1,476,606.69 
2,733,244.29 
9,568,302.43 
106,703.53 
13,138,988.89 
26,496 ,457.78 
125,286,928.71 
302,490,294.99 
52,515,374.54 
12,076,485.82 
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Chicago 
Special Correspondence 


FAVORABLE RESPONSES TO ANTI- 
DEFLATION CAMPAIGNS 

The most significant and favorable devel- 
opment in the Middle West situation is the 
evidence of increasing confidence toward 
banks and the notable decrease in banking 
-asualties following the high tide of failures 
in the closing months of last year and which 
did not appreciably subside until the second 
week in February. To those who understand 
the primary purpose of the reconstruction 
and anti-hoarding campaigns promulgated at 
Washington, this development is regarded as 
more important than any reaction on gen- 
eral business conditions or release of loans 
and credit for productive expansion. Bank 
management does not yet regard itself out of 
the woods and it will take time to overcome 
the deep scars caused by destructive deflation 
in securities and the natural reticence of 
bankers to take more liberal advantage of 
broader rediscount provisions provided by the 
emergency amendment to the Federal Re- 
serve. 

The list of bank closings and appointment 
of receiverships issued by the Illinois State 
Auditor of Public Accounts is still too large 
to justify the statement that public confi- 
dence, especially in smaller communities has 
been restored. There is, however, an appre- 
ciable relaxation of the pressure upon banks 
and the fact becomes daily more clear that 
the epidemic for hoarding currency has about 
spent itself. The moral effect of the opera- 
tion of the Reconstruction Finance Corpora- 
tion and the Glass-Steagall measure is far 
more important in the assurance of aid which 
it affords than in the number of actual 
sasualties prevented by corporation loans or 
release of bank assets for rediscount. It is 
by way of gradual but sure revival of confi- 
dence in banks that our leading bankers vis- 
ualize the first true signs of general business 
and industrial improvement. When banks feel 
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more confident of meeting unexpected contin- 
gencies there will be new life-giving flow of 
credit. 

“Frankly, I’m tired of all this talk about 


inflation,’ says Philip R. 
the Central Republic 
Bank & Trust Company. “I cannot imagine 
any greater boon than a little inflation at 
this time. What we have to do is to restore 
certain values. 

“Call it anti-deflation if you wish. The fact 
is that values had shrunk so far that there 
was no chance of the world being able to pay 
its burden of debt, either public or private, 
on the prevailing prices. The only way out 
is to send prices up, and the only way that 
prices can be sent up is by a threat of infla- 
tion. If it is not carried further than neces- 
sary to recover some of the ground lost, it 
ought to be salutary.” 


the dangers of 
Clarke, president of 


LIABILITY FOR DEPOSIT OF PUBLIC 
FUNDS 

A series of laws enacted at the current ses- 
sion of the Illinois legislature has ended a 
controversy over the handling of public funds 
of political subdivisions of the state; a ques- 
tion which, because of the surety bonds in- 
volved under the old system, was of vital 
importance to Illinois bankers. In substance, 
the laws, known as the Jackson-Rennick bills, 
relieve treasurers of personal responsibility 
for funds on deposit in banks which are 
closed; thus ending all question of surety 
bonds which, especially in recent years, have 
worked hardship on down state bankers. 

The bills provide that a treasurer holding 
public funds may apply to the respective gov- 
erning boards of the subdivision of the state 
for which he is acting, for the designation 
by such body of a bank or banks in which 
he may deposit the funds in his care. Such 
banks, either state or national, are then di- 
rected to file with the governing body copies 
of their last two sworn statements of re- 
sources and liabilities and as long as they 
hold such funds on deposit. 
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OFFICIAL ADVANCEMENT IN CENTRAL 
REPUBLIC ORGANIZATION 

William C. Freeman, vice-president of Cen- 
tral Republic Company, investment affiliate 
of Central Republic Bank and Trust Com- 
pany, Chicago, has been transferred to the 
bank as vice-president. Mr. Freeman startel 
work 30 years ago as a messenger with the 
old National Bank of the Republic. He was 
advanced through all departments, becom- 
ing Assistant Cashier in June 1917 and vice- 
president in December of 1925. In 1928 he 
was assigned to duties with the National 
Republic Company and was made Executive 
vice-president of that organization. Follow- 
ing this appointment he at first divided his 
time between the Bank and the Company. 
but later turned his entire attention to the 
investment activities. At a recent bank ex- 
ecutive committee meeting, Hiland B. Noyes. 
former comptroller, was elected cashier of 
Central Republic Bank and Trust Company, 
to fill the place vacated by Charles C. Haffner, 
Jr., when he was made Executive Vice presi- 
dent last October. 

Coming to 
Noyes began 


April, 1923, Mr. 
the old National 
Bank of the Republic. His advancements 
there included the assignment of assistant 
auditor in 1926, and auditor in 1828. He 
left that institution in 1928 to join the former 


Chicago in 
work with 





W. C. FREEMAN 


Formerly Vice-president _of the Central Republic Com- 
Pany, who has been appointed Vice-president of the Cen- 
tral Republic Bank and Trust Company of Chicago 
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Central Trust Company of Illinois, serving 
here as auditor until January, 1930, when 
he was made comptroller. Mr. Noyes is a 


graduate of the University of Nebraska and 
a Certified Public Accountant of Illinois. 


GROWTH OF CHICAGO AS AN 
INVESTMENT BANKING CENTER 

The Bureau of Business Research of the 
University of Illinois presents in a recently 
issued bulletin, the results of an investiga- 
tion of investment banking in Chicago. The 
study shows that the underwriting of capital 
issues is a comparatively recent undertaking 
in the Middle West, although it has grown 
rapidly to an important factor in the devel- 
opment of Chicago as a major financial cen- 
ter. 

In 1900 the security originations of Chicago 
houses amounted to only 7 million dollars. 
An intensive analysis of Chicago origina- 
tions for the past decade (1921-1930) shows 
that there was a greater relative increase in 
the offerings of Chicago houses in this period 
than in those of the country as a whole. There 
was also a large increase in the participations 
of Chicago bankers in outside offerings, after 
1922, the peak being reached in 1927 with a 
total of almost 1% billions. 


HILAND B. NOYES 


Who has been appointed Cashier of the Central Republic 
Bank and Trust Company of Chicago 














TRUST 





CONFERENCE OF CENTRAL STATES 
BANKERS ASSOCIATION 

Constructive results are expected to follow 
from the recent twenty-first annual confer- 
ence of the presidents, vice-presidents and 
secretaries of the Central States Bankers As- 
sociation. This is an organization that was 
originally started for protective work in be- 
half of banks and which has since expanded 
its agenda to cover policies and matters of 
bank management of mutual concern. At no 
time has there existed such demand for co- 
operative effort on the part of such banking 
organizations which bring together the lead- 
ers of banking thought. sills pending at 
Washington for banking reform contemplate 
fundamental changes in the banking strue- 
ture and practice, demanding expert banking 
rather than political solution, particularly 
in an atmosphere clouded by presidential and 
partisanship maneuvering. 

Among the topics discussed at the recent 


conference held in Milwaukee were those 
relating to federal banking legislation, in- 


cluding proposals for expanding the area of 
branch banking and steps that banking asso- 
ciations may take to aid distressed banks in 
their respective states. Emphasis was given 
during the discussions to various agencies 
which bankers’ associations and officers may 
utilize to help in restoring public confidence 
in banks. 


J. Sanford Otis, vice-president of the Cen- 
tral Republic Company, has been elected 
chairman of the executive committee of the 
Congress Trust and Savings Bank of Chicago. 
He continues as a director of the Central 
Republic Company. 

The Citizens Trust and Savings Bank is 
being organized at Waukegan, Ill. to take 
over the business of the defunct Waukegan 
State Bank and the National Bank of Wauke- 


gan. 
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FIFTH SOUTHERN TRUST CONFERENCE 
AT NASHVILLE 

E. E. Murrey, vice-president of the Nash- 
ville and American Trust Company of Nash- 
ville, Tenn., chairman of the conference com- 
mittee for the Fifth Southern Trust Confer- 
ence to be held under the auspices of the 
Trust Division, American Bankers Asso¢ia- 
tion, at Nashville, April 29th and 30th, has 
announced the local committees appointed to 
handle arrangements for the meeting. The 
committee on reservations and registrations 
is headed by Charles F. Lovell, vice-president 
and trust officer of the Commerce Union Bank 
of Nashville. Clarence Potter, vice-president 
and trust officer of the Broadway National 
Bank is chairman of the committee on trans- 
portation. E. J. Walsh, vice-president and 
trust officer of the Third National Bank of 
Nashville, is in charge of the work of the 
entertainment committee. The committee on 
arrangements and program is headed by D. C. 
Lee, assistant secretary of the Nashville and 
American Trust Company. The committee on 
publicity is headed by Charles W. Wetterau, 
vice-president of the American National Bank 
of Nashville. 


The Chicago Title and Trust Company 
which paid an extra dividend for the last 
quarter of 1931 besides its regular dividend, 
declared the regular quarterly dividend of 
four per cent for the first quarter of 1952. 

Bartholomew O’Toole has been elected 
president of the Pullman Trust and Savings 
Bank of Chicago, succeeding Donald R. Bry- 
ant, who remains on the board of directors. 

William E. Harrison has been promoted 
from assistant comptroller to comptroller of 
the Central Republic Bank and Trust Co. 

Illinois bankers have organized through 
their respective county bankers’ federations 
in order to combat attempts by the legis- 
lature to impose heavier taxes upon banks 






CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and , 


Capital 


Boulevard Bridge Bank.............. $500,000 
Central Republic Bank & Trust Co... .14,000,000 
*Continental Illinois Bank & Trust Co.75,000,000 
ES rt sere 350,000 
First Union Trust & First National... .25,000,000 


ak saga eins wie aera 6,000,000 
ara" rears ore 600,000 
I TOE nic cad basccescseclos 3,000,000 
Peoples Trust & Savings............. 2,500,000 
cas kikie Race oom 1,000,000 
I NOE, osc ccsoea seine eeew ne 600,000 


*Includes securities affiliate. 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 


Undivided 
Profits, Deposits, Book 
Dec. 31, 1931 Dec. 31,1931 Value Bid Asked 
$514,166.31 $10,716,994.67 203 180 200 
14,015,077.00 95,135,754.66 235 89144 9115 
69,811,240.89 771,415,217.49 193 1388 139% 
829,840.17 6,097,347.59 337 218 223 
43,358,910.89 676,150,169.60 275 227 230 
7,693,239.92 91,176,942.42 228 306 312 
450,312.42 6,011,220.59 175 150 170 
8,039,224.73 89,301,533.09 367 322 325 
1,467,486.34 23,868,187.65 158 95 110 
469,398.15 8,804,445.56 146 110 124 
225,000.00 4,170,666.72 137 120 = 1380 
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St. Lovis 


Special Correspondence 


OVERCOMING LEGISLATIVE AND 
ECONOMIC IMPEDIMENTA 

In searching for a solution of depression 
most of the time and effort are given to ef- 
fect rather than cause. This is the view- 
point expressed in a recent address to bank- 
ers by Fred J. Paro, vice-president of the 
Mercantile-Commerce Bank & Trust Company 
of St. Louis. He designates the present situ- 
ation as an economic war against wrong gov- 
ernment and business policies during the past 
twelve years which have disregarded the 
old-time principle of cash and small 
credits for expansion of the installment de- 
vice to gigantic proportions. The European 
debt problem is another that must needs be 
adjusted. Speaking of the tariff and other 
restraints upon free interchange of trade, Mr. 
Paro said: 

“The Hawley-Smoot Tariff Law has not 
only disturbed our world-wide market, but 
has engendered an antagonistic spirit of re- 
taliation by foreign nations, not only in set- 
ting up tariff walls of their own, but in form- 
ing new trade relations with each other in 
such commodities as they formerly bought 
from us. <A too rigid enforcement of the 
Immigration Law has only tended to hold 
down our human consuming power, for our 
human consuming power is not increasing 
apace with our productive power. We invest 
millions in erecting gigantic apartment 
houses, and then hang a sign over the front 
door reading: ‘No children allowed.’ In 
our governmental policy we restrict immigra- 
tion for the benefit of American labor, and 
then follow economic policies that bring us, 
as at the present time, eight to ten millions 
of laboring people out of employment, Ob- 
viously the cure lies in the repeal or modifi- 
eation of the legislation that has brought us 
to the verge of economic destruction.” 


sales 


WESTERN REGIONAL SAVINGS 
CONFERENCE IN ST. LOUIS 

Active preparations are being made by lo- 
cal committees for the two-day Western Re- 
gional Savings Conference to be held in St. 
Louis, April 21 and 22. H. H. Reinhard, 
vice-president of the Mercantile-Commerce 
Bank & Trust Company of St. Louis and 
chairman of the executive committee, an- 
nounces that it is planned to give the dele- 
gates a series of addresses and pointers which 
will send them home equipped to meet many 
of the new banking problems which have de- 
veloped within the past two years. Impetus 
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“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 

















Affiliated with First National Bank 








was added to the plans recently when Jay 
Morrison of Seattle, president of the Sav- 
ings Bank Division of the American Bank- 
ers Association, under whose auspices the 
conference will be conducted, spent nearly 
two days in St. Louis conferring with savings 
banks officials. 

The members of the executive committee 
arranging for the conference includes: Chair- 
man, H. H. Reinhard, vice-president, Mer- 
cantile-Commerce Bank & Trust Company; 
vice-chairman, Noble R. Jones, savings man- 
ager, First National Bank; treasurer, R. L. 
Gurney, assistant manager savings, First Na- 
tional Bank; secretary, Miss Ella Guenther, 
Mercantile-Commerce Bank & Trust Com- 
pany; Frank K. Harris, president Savings 
Association of Clearing House Association 
of St. Louis and assistant vice-president, La- 
fayette-South Side Bank & Trust Company ; 
W. A. Crockett, savings manager, Mississippi 
Valley Trust Company; Earl M. Johnston, 
vice-president, United Bank & Trust Com- 
pany; Gus V. Kenton, director of publicity, 
Mercantile-Commerce Bank & Trust Com- 
pany; Chas. B. Mudd, president, Missouri 
Bankers Association and cashier, First Na- 
tional Bank, St. Charles, Mo. 
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ORGANIZATION OF ST. LOUIS MUNICI- 
PAL DEALERS GROUP 
An organization to be known as the St. 
Louis Municipal Dealers Group was formed 
at a meeting held recently at the Missouri 
Athletic Association in St. Louis. Member- 
ship will include investment houses in St. 
Louis interested in the origination of munici- 
pal bond issues, and the trust departments 
of affiliated institutions. The following offi- 
cers were elected for a term of one-year: 
Chairman, I. A. Long, Mercantile-Commerce 
Company ; vice-chairman, H. Fred Hageman, 
Boatmen’s National Company; secretary, J. 
A. Nordman, St. Louis Union Trust Com- 
pany; treasurer, Kelton E. White, G. H. 

Walker & Company. 


ST. LOUIS BREVITIES 

The St. Louis Agency of the Reconstruc- 
tion Finance Corporation is functioning ac- 
tively under the direction of Deputy Govy- 
ernor 0. M. Attebery of the St. Louis Fed- 
eral Reserve Bank as manager, and W. L. 
Hemingway, executive vice-president of the 
Mercantile-Commerce Bank & Trust Com- 
pany, as chairman of the advisory committee. 
Among the members of the advisory commit- 
tee are W. J. Bramman, executive vice-presi- 
dent of the Mississippi Valley Trust Com- 
pany, and Richard S. Hawes, vice-president 
of the First National of St. Louis. 

Allan M. Pope, president of the Investment 
Bankers Association of America, recently ad- 
dressed the St. Louis members of the associa- 
tion on current business and investment prob- 
lems. 
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NEW RECORDS MADE BY THE TRAVEL- 
ERS INSURANCE COMPANIES 

A general depression year such as 1931 
has no apparent effect on the growth and 
the establishment of new records for cash 
payments to policyholders and beneficiaries 
or in other items of growth on the activities 
of the Travelers Insurance Company of Hart- 
ford, Conn., and of its indemnity and fire 
insurance affiliates. In the first place, as 
emphasized by President Zacher in his an- 
nual report for 1931, the companies disbursed 
the largest sum ever recorded by the organ- 
ization in cash for policyholders and their 
beneficiaries, aggregating $113,771,821. Net 
premium income of the life department 
showed an increase over the previous year, 
amounting to $16,257,154 as compared with 
$14,919,384 for 19380. Renewal premiums 
amounted to $93,475,076 as against $91,209,- 
919 for 19380. Life insurance in force amount- 
ed at end of last year to $4,742,804,839. New 
life insurance paid for amounted to $705,048,- 
693. Loans on policies amounted to $106,171,- 
003 as against $87,468,613. 


Two new directors were added to the gov- 
erning board of the American Security & 
Trust Company of Washington, D. C. at the 
annual meeting of the stockholders, bringing 
the total membership up to twenty-eight. 
They are Major Gist Blair and 8S. Percy 
Thompson. 

The Fidelity National Bank & Trust Com- 
pany of Kansas City, Mo., recently took pos- 
session of its completed thirty-five story 
banking building, 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 


Mississippi Valley Trust Co.......... .ccccceceees 


St. Louis Union Trust Co.... 
*Accepts no deposits. 


Surplus and 
Undivided Profits, 
Dec. 31, 1931 
$1,849,988.57 
6,367 ,216.14 
3,249,631.23 
7,270,586.00 


Deposits, 
Dee. 31, 1931 
$20,637 ,889.14 
102,053 ,278.95 
67,857,405.82 


Capital 


$2,150,000 
10,000,000 
6,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
$3,400,000 
2,000,000 
1,000,000 
2,000,000 
1,000,000 


American Security & Trust Co 
Munsey Trust Co 

National Savings & Trust Co 
Union Trust Co 

Washington Loan & Trust Co 


Surplus and 
Undivided 
Profits, 
Dec. 31, 1931 
$4,158,806.52 
1,536,534.36 
2,968,354.73 
1,187,591.97 
2,550,063.99 


Deposits, 
Dec. 31, 1931 
$30,552,707.41 
4,338,266.63 
13,953,303.10 
8,693,616.73 
16,409,944.77 


Bid Asked 
299 320 
100 100 160 
100 375 400 
100 191 200 
100 400 440 


Par 
100 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. S. Comptroller of the Currency 
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Pittsburgh 


Special Correspondence 


SAFETY OF TRUST ADMINISTRATION 
EMPHASIZED 


The record of 100 per cent safety of trust 
company administration of estates and trust 
funds which has been maintained in Pitts- 
burgh and Allegheny County since trust serv- 
ice was first introduced, suffers no impair- 
ment by reason of recent reverses in the 
banking field. While this record applies gen- 
erally to trust administration throughout the 
commonwealth, it is particularly deserving 
of emphasis so far as Pittsburgh is concerned. 
The most important banking fatality in this 
city which carried with it the taking over 
of trust department business by supervisory 
authorities, was that of an old national bank. 
It is significant that the trust business of 
this bank as well as of several other banks 
in this district which have been closed, has 
been shown upon examination to be intact. 
All obligations are being met to trust clients 
both as regards payment of income from es- 
tate or corporate funds. In other words, 
such trust departments, whether under con- 
trol of state or federal banking authorities 
are being conducted as solvent organizations. 


JOHN W. CUNNINGHAM 

Associates and a large circle of devoted 
friends mourn the sad death of John W. 
Cunningham, trust officer of the Dollar Sav- 
ings & Trust branch of the Peoples-Pitts- 
burgh Trust Company who succumbed re- 
cently to an attack of pneumonia following 
upon an automobile accident. His genial 
personality and qualities of loyalty made 
him a universal favorite. His connection 
with the bank began twenty-seven years ago. 
Graduating from Princeton in 1898 he de- 
voted himself for a time to the practice of 
the law. 

Mr. Cunningham was exceptionally active 
in church work. He was superintendent of 
the Sabbath School, treasurer of the Sabbath 
Association of Western Pennsylvania, a 
former president of the Allegheny County 
Christian Endeavor Union and on the board 
of the Allegheny County Sabbath School As- 
sociation. At the time of his death he was 
president of the Academy of Science and 
Fine Art and treasurer of the relief com- 
mittee of the North Side Chamber of Com- 
merce. 


Pittsburgh Clearing House banks have 
agreed to provide free safe deposit facilities 
for purchasers of government two per cent 
baby bonds and hold them until maturity. 
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Among 
the Leading 
One Hundred 


* 

RESOURCES OVER 

$100,000,000 
* 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 





H. S. ZIMMERMAN 

H. S. Zimmerman, vice-president of the 
Mellon National Bank of Pitsburgh and wide- 
ly known among bankers of the country, 
died recently in the Ambassador Hotel, Los 
Angeles, after an illness of but a few hours 
and soon after arriving in the city on a busi- 
ness trip. 

Mr. Zimmerman was born in Stoyestown, 
Pa. In 1884 he started his business career 
at the Gautier Steel Works in Johnstown. 
In 1895 he began his banking career with the 
Second National Bank of Pittsburgh. In 1901 
he became general bookkeeper with T. Mellon 
and Sons, which later became the Mellon 
National Bank. In this institution he ad- 
vanced to assistant cashier and vice-president 
in 1927. For some years he had charge of 
the correspondent bank business, his duties 
taking him to countless conventions and trips 
into all the states. 


The Farmers Deposit National Bank of 
Pittsburgh, organized as the Farmers Bank 
in 1832, recently celebrated its one hundredth 
anniversary. It has capital and surplus of 
$12,000,000 with resources $70,000,000. 
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Cleveland 


Special Correspondence 


COMMERCIAL OR SPECULATIVE 
BANKING 


United States Senator Robert J. Buckley 
of Ohio in his address at the recent mid- 
winter meeting of the Ohio Bankers Associa- 
tion devoted attention to some of the criti- 
cisms and objections voiced against the pro- 
posed Glass bill for reform of the national 
banking act and the Federal Reserve System. 

“There are in the Glass Bill some provi- 
sions that have perhaps given some of you 
concern and perhaps some of you have heard 
from representatives of the American Bank- 
ers’ Association, warning you about the dan- 
gers of the bill. I want to say to you that 
there is no thought of making any provision 
in the banking law that is going to be bad for 
the bankers or the banking profession. And 
there won’t be any such thought. But there 
is a certain point of view which centers a 
good deal in the City of New York, to the 
effect that banking ought to be used to build 
up values on the New York Stock Exchange, 
and to finance a recovery in speculation. 

“The Glass Bill is set against that, and you 
are for or against the Glass Bill according 
to what is your idea of the proper function 
of commercial banking in this country. If 
you agree that commercial banking is to 
serve the business needs of this country, to 
serve agriculture, commerce and industrial 
transactions, you are in favor of the Glass 
Bill, whether you have thought it through 
and know it or not. And you are opposed 
to the Glass Bill if you believe we want an- 
other turn at financing speculation on real 
estate securities. That is the underlying is- 
sue that is involved. 


FOURTH DISTRICT UNIT OF RECON- 

STRUCTION FINANCE CORPORATION 

At a recent meeting in Cleveland, an ex- 
ecutive committee for the Fourth Federal 
Reserve District unit of the Reconstruction 
Finance Corporation was named, It consists 
of the following named from the members of 
the advisory board, all bankers of the high- 
est standing: Frank F. Brooks, president, 
First National Bank at Pittsburgh; C. E. 
Sullivan, chairman, Central United National 
Bank, Cleveland; Harris Creech, president, 
Cleveland Trust Company, Cleveland; John 
H. McCoy, president, Peoples Banking & 
Trust Company, Marietta; L. R. Williams, 
deputy governor, Federal Reserve Bank of 
Cleveland. 


00% 
BO 


\? 
LOU 
?, 
2%, 42. 
0 o¢ 


The 
Central Trust Company 


TOPEKA, KANSAS 


°, 2°, 
*° OU 


Conservative 
Thorough 


o—— 0 2 9 0. 0  —.. po 
ne ns Gand Fa 0 Gas 9. 


Capital and Surplus over $500,000 


LOU 
—s ne oe ae a ote 


?, 
% 


?, -%, 
9,2 —e 


OHIO BREVITIES 

“The Financial Relief Program” was the 
subject of a recent address before the Branch 
Managers’ Club of the Cleveland Trust Com- 
pany, presented by J. B. Anderson, Assist- 
ant Federal Reserve Agent of the Fourth 
District. 

Ambrose Swasey, one of the distinguished 
citizens of Cleveland and dean of the board 
of directors of the Cleveland Trust Company, 
recently celebrated his 85th birthday. <An- 
other director, J, A. Smith, one of Cleveland’s 
best known lawyers, recently celebrated his 
eighty-fourth birthday. 

The Commerce Guardian Bank of Toledo, 
representing reorganization of the old Com- 
merce Guardian Trust & Savings Bank, op- 
erates with an unusually high degree of li- 
quidity, its resources consisting of cash and 
short time United States Treasury notes ag: 
gregating almost $1,000,000 in excess of de- 
posit liabilities. 

The Guardian Trust Company of Cleveland 
has taken over the business of the Ohio State 
Bank of Cleveland, with deposits amounting 
to $350,000. 

The Citizens Trust Company has been or- 
ganized in Toledo with capital of $350,000 to 
replace the Commercial Savings Bank and 
Trust Company. 

Louis Gulden and Fred Lindsey have been 
elected trust officers of the Central Trust 
Company of Cincinnati. 

Don Knowlton, manager, publicity depart- 
ment of the Union Trust Company of Cleve- 
land, has completed the manuscript for a 
text book on “Fundamentals of Financial 
Advertising” which he was asked to prepare 
by the board of directors of the National 
Financial Advertisers Association. 

The Richland Trust Company recently re- 
opened for business in Mansfield, Ohio, re- 
ceiving deposits on the first day of $94,000. 
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Los Angeles 


Special Correspondence 


DECISION ON JOINT TENANCY AND 
COMMUNITY PROPERTY 

Colleagues of Charles H. Brock of the legal 
department of the Title Insurance and Trust 
Company of Los Angeles are congratulating 
him on winning two important cases in the 
Supreme Court of California affecting fidu- 
ciary interests. The first was a test case to 
determine constitutionality of the new Pro- 
bate Code of California in connection with 
the appointment of the Title Insurance an/] 
Trust Company as administrator of an estate 
under the code. In the second case, Mr. 
Brock was selected by representatives of the 
title companies in Los Angeles to prepare a 
brief in support of a motion for a modifica- 
tion of the opinion of the court in regard to 
joint tenancy and community property dis- 
tinction between man and wife. 

According to Mr. Brock, “The Supreme 
Court originally decreed that when property 
is held by husband and wife as joint tenants, 
the husband’s half is community property 
and the wife’s half is her separate property. 
The court also declared that if the husband 
and wife spent community earnings and 


bought property with a joint-tenancy title, 


the property was 
property.” 

Mr. Brock prepared and filed a motion and 
brief, and the result was that the court set 
aside its first opinion and, after taking the 
matter under consideration for two months, 
handed down a new opinion whereby, Mr. 
3rock says, “it was held that no interest in 
property held by husband and wife in joint 
tenancy is community property but that the 
interest of each such joint tenant is separate 
property.” 


nevertheless community 


PROFITABLE TRUST DEPARTMENT 
OPERATIONS 

Reviewing operations of the trust depart- 
ment of the Security-First National Bank of 
Los Angeles, President J. F. Sartori stated 
in his annual report: “The trust department 
is a highly valuable adjunct to our bank and 
will become more so as the years roll by. 
After paying all operating expenses and sal- 
aries, the net profits of this department for 
the past year were $812,422.97 ; actually some 
$120,000 less than in the year 1930, due 
largely to a diminishing income from sub- 
division and corporate trusts and a lower 
revaluation of its large trust assets for fee 
taking purposes. The number of wills filed 


425 


in which the bank has been nominated execu- 
tor and trustee is increasing materially month 
by month.” 

Work is now progressing to consolidate 
the operations of three downtown trust de- 
partments conducted by the Security-First 
National to remodelled and spacious head- 
quarters at the Sixth and Spring office where 
85 per cent of the trust business of the bank 
will be under a revised and improved set-up 
as well as official organization and direction. 

Net earnings of the Security First National 
during 1931 exceeded usual dividend require- 
ments by more than half a million dollars, 
the total paid in dividends amounting to 
$5,376,000 or 17.92 on the par value of the 
stock. Net earnings permitted of an addi- 
tional $512,000 to undivided profits making 
the latter account $8,052,888. New members 
elected to the board are: Gabriel C. Duque, 
Edward Elliott, H. H. Smock and James E. 
Shelton. 


LOS ANGELES BREVITIES 


The California Community Foundation, op- 
erating as a charitable trust established by 
the Security-First National Bank of Los An- 
geles, reports known gifts in expectancy un- 
der wills and trusts estimated at $8,155,000, 
of which amount $3,571,000 was written in 
wills and trusts during 1931. 

Donald O’Melveny, for the past thirteen 
years associated with E. H. Rollins & Sons 
has been elected vice-president of the Union 
Bank and Trust Company and president of 
the affiliated Union Company of Los Angeles. 
During the past year the Union Bank and 
Trust gained $2,000,000 in deposits and earn- 
ings were sufficient to meet all expenses and 
dividends and leave a substantial addition 
to undivided profits. 

Directors of the California Bank of Los 
Angeles have promoted W. F. Brandt, man- 
ager of the Beverly Hills branch, to the posi- 
tion of junior vice-president. 

The Citizens National Trust & Savings 
Bank of Los Angeles reported at close of 
last year total resources of $118,198,161; de- 
posits of $96,762,000 representing substantial 
gain; capital $5,000,000; surplus $9,000,000 
and undivided profits $1,902,181. The Citi- 
zens National is arranging to open a new 
branch at Wilshire and Houser boulevards. 

Frederick R. Behrends, vice-president of 
the California Trust Company of Los Angeles, 
has been appointed chairman of the program 
committee for the tenth regional Pacific 
Angeles September 29th, 30th, and October 
Ist. 
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HOMECOMING OF GIANNINI AND 
TRANSAMERICA 

The satisfaction of California customers 
and stockholders in the Transamerica Cor- 
poration banks because of the return of A. 
P. Giannini to control over the destinies of 
the Bank of America, N. T. & S. A. of this 
city and other financial institutions aligned 
with the Transamerica, has been expressed 
in a most tangible way by a notable increase 
of deposits and the progressive spirit which 
reanimates officers and personnel. There 
“an be no gainsaying the popularity of A. P. 
Giannini after his dramatic victory in the 
Kast over the Wall Street interests and 
Elisha Walker. In signed newspaper dis- 
play messages appearing in California news- 
papers, Mr. Giannini expresses his grateful 
acknowledgment of the support tendered 
him by his California friends and associates 
and gives assurances of earnest effort to jus- 
tify such confidence in fostering the interests 
of those who rely upon his banks and numer- 
ous branches for accommodation and service. 


Announcement is made of a number of 
changes in the board of directors, ranking 
executives and important bank committees 
of the Bank of America, reflecting the restor- 
ation of the Giannini control. Mr. Giannini, 
as founder of the Bank of America, will con- 
tinue to hold the position of chairman of the 
board and it is announced that he will serve 
in that capacity without pay. Will F. Mor- 
rish becomes the president of the bank. Sue- 
ceeding Morrish as senior executive vice- 
president of the Bank, L. M. Giannini, son 
of the founder, was elected to this post by 
the board of directors. Leon Bocqueraz con- 
tinues to serve the institution as vice-chair- 
man of the board. Dr. A. H. Giannini re- 
mains chairman of the executive committee 
and principal official in Southern California, 
while W. E. Blauer was again elected as 
chairman of the general finance committee. 
The executive responsibilities of the Bank 
of America will be largely reposed in these 
six men, all of whom have had many years 
of practical banking experience, either with 
the institution or consolidated banks. Ap- 
pointment of Dr. Celestine Sullivan and A. J. 
Scampini to the board of directors was also 
announced. 

Morrish, the new president of the bank, is 
a native Californian, born at Sierra City. He 
was educated at the University of California 
and upon entering the business world, ob- 
tained his first position with the Southern 
*acific Company. A year later, he joined the 
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First National Bank of Berkeley as office 
boy, and in the two decades following, was 
advanced to the office of vice-president. When 
that bank was merged with the Mercantile 
Trust Company of San Francisco, he joined 
the Security Bank of San Francisco, but later 
returned to the banking business in Berkeley. 

Organizing and affiliating the First Na- 
tional Bank in Berkeley and Berkeley Bank, 
he became president of the two institutions. 
When they were merged with the Bank of 
America of California, he was named execu- 
tive vice-president and _ vice-president in 
charge of the Northern District of the Bank 
of America of California. Upon consolidation 
of the latter institution with the Bank of 
Italy to form the Bank of America N. T. & 
S. A., Morrish was elected executive vice- 
president and later, senior executive vice- 
president. 

Mr. Bocqueraz was one of the original 
stockholders of the French American Bank 
and was for many years prominently identi- 
fied with the banking community of San 
Francisco, as its president. Upon merger of 
that bank with the United Security Bank, 
he became its president and later succeeded 
James ID. Phelan as chairman of the board 
of directors of the Bank of America of Cali- 
fornia. L. M. Giannini succeeded his father 
as president of Transamerica Corporation in 
1930, holding that position until he resigned 
in March, 193 He has also served as chair- 
man of the general executive committee and 
a member of the advisory committee of the 
Bank of America, of which he has been a 
director for a number of years. He obtained 
his legal education at the University of Cali- 
fornia and the University of Santa Clara. 

The general executiye committee which for- 
mulates the policy and exercises control over 
the organization, includes the following: Dr. 
A. H. Giannini, chairman; W. E. Blauer, Leon 
Bocqueraz, Charles W. Fay, F. W. Flint, Jr., 
PL. C. Hale, C. N. Hawkins, B. B. Meek, Henry 
S. McKee, W. F. Morrish and Joseph M. 
Schenck. The operating committee which ef- 
fects the management and the operations of 
the institution, is headed by L. M. Giannini, 
chairman, and includes the following: H. L. 
Clary, R. M. Clarke, A. E. Connick, A. C. 
Dimon, J. H. Rosenberg, Wm. H. Harrelson, 
W. J. Kieferdorf, W. H. MeGinnis, G. J. 
Panario, John M. Perry, G. W. Schmitz, 
W. L. Vincent, C. F. Wente, Howard Whip- 
ple and F. M. Dana, secretary. 


Hollywood has fourth 


jumped to 
among California communities in volume of 
bank clearings. 


place 
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HOTEL 
DELMONICO 


PARK AVENUE AT 59th 
New York City 


A Distinguished New York 
Residence and Restaurant 


Henri C. Prince 


General Manager 


SAN FRANCISCO BREVITIES 


Nine San Francisco banks and trust com- 
panies are represented in the 1931 tabulation 
of the largest banks in the United States in 
volume of deposits, including Bank of Amer 
ica, American Trust Company, Wells, Fargo 
Bank & Union Trust Company; San Fran- 
cisco Bank, Anglo & London Paris National 
Bank, Bank of California, N. A., Anglo Cali- 
fornia Trust Company, Crocker First Na- 
tional Bank and Bank of America of Cali- 
fornia, ranging from deposits of $749,000,000 
to $49,423,000. 


Resources of all the banks and trust com- 
panies of California as of December 31, 1931 
total $3,830,502,000; deposits, $3,216,713,000 ; 
investments, $1,071,418,000; cash, $481,312,- 
000; capital, $449,665,000 and loans, $2,082,- 
057,000. Cash and liquid resources represent 
40 per cent of aggregate resources and 56 
per cent of deposit liabilities. 

New directors at the Wells Fargo Bank & 
Union Trust Company of San Francisco are: 
F. J. Hellman, vice-president of the bank; 
F. E. Sullivan, executive vice-president of 
the J. D. and A. B. Spreckels Securities Com- 
pany; and Samuel Lilienthal, president of 
Haas Brothers, San Francisco. 
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COMBATING TRUST DEED “REFORM’’ 

Trust companies of California are vigor- 
ously opposing a constitutional amendment 
sponsored by the Lawyers Club of Los Angeles 
which proposes that all trust deeds in the 
future shall be foreclosed as mortgages. The 
proposed amendment is regarded as injurious 
to property owners by reason of decreased 
borrowing capacity on real estate and costly 
delays. The amendment would abolish the 
trust deed entirely and subject the borrowing 
of money on real estate securities to all of 
the restrictions that now pertain to mort- 


gages. 


George P. Edwards is editor and publisher 
of Pacific Banker, a new financial and bank- 
ing publication, with headquarters in San 
Francisco. Mr. Edwards is well known on the 
Pacific Coast and throughout the United 
States as a financial writer and publisher. 
He was the founder, editor and publisher of 
Coast Banker and Coast Investor. 


Walter E. Henley, president of the Bir- 
mingham Trust & Savings Bank of Birming- 
ham, Ala., has been named chairman of the 
Alabama Advisory Committee of the Recon- 
struction Finance Corporation. 
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INTERESTS OF TRUST COMPANIES 
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ESSENTIAL TO EVERY 
TRUST OFFICER 


The new and enlarged edition 
of 
TRUST INVESTMENTS 


By FRANK C. McKINNEY 
of the New York Bar 


‘Reliable and only authoritative book on the subject. 
General principles, state statutes and court decisions. 


Every trust officer, every trustee, corporate or individual, 
every lawyer, investment house and savings bank, should 
own this reliable work. 


CONTENTS 
1. General duties of Trustees, Execu- Statutes of All States Carefully 


y 4 
tors, Administrators and Guardians Compiled. 
in the Care and Management of 3. Statutes Governing Investments by 
Estates: Liabilities of T Savings Banks. 

es; Liabuities of irustees ON 4 Brief and Accurate Digest of Court 
Contracts and the Incurring of Ex- Decisions of Every State. 
penses for Repairs and Improve- 5, List of Investments Legal in Con- 
ments; Continuing Business and necticut, Massachusetts and New 
Investments of Decedent. York. 


600 pages—Attractively bound 
in Koda Leather. Price 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 
_ Gentlemen: Enclosed please find $5.00 (check or money order), for which 
kindly send me copy of “Trust Investments,” by Frank C. McKinney; or you may 
send me copy on approval. 


Make check or draft payable to TRUST COMPANIES Publishing Association 
55 Liberty Street, New York 





